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Smack Bears Are Useful 


Tue figures on short positions in 
Big Board stocks are available only 
as of the close of each month. This 
means that all sales made and cov- 
ered inside the month escape reflec- 
tion in the totals. Certain conclu- 
sions may, however, be tentatively 
drawn from the data available. 

We hardly know whether it will 
surprise our readers or confirm their 
own private opinions to learn that 
the wicked shorts apparently have 
rather good judgment. In 1934, for 
instance, the high point of the mar- 
ket was reached in February and 
that was the only month in which 
the short position topped 1,000,000 
shares. With the following decline 
in prices, some 300,000 shares of this 
total had been covered by the time 
the late summer lows were made. 

Then as the market gradually 
gained during late 1934 and all of 
the next year, the shorts increased 
their selling correspondingly. The 


high point in their positions was 
reached in December, to be ex- 
ceeded three months later, in March, 
1936, by a total of 1,247,000 shares. 
This profitable attitude toward the 
market was maintained during the 
Spring drop; was not, in fact, re- 
duced below 1,000,000 shares until 
August. 

Having pulled in horns somewhat 
during the Autumn of 1936, selling 
was resumed until in March of 1937 
the peak of the four-year period un- 
der review—1,435,000 shares—was 
recorded. That this should coincide 
with the recovery highs in the aver- 
ages entitles the shorts to consider- 
able respect for their acumen. It 
also bears out the contention that 
the type of selling now allowed has a 
healthy effect on price trends. 

Between March and October, 
1937, the short position decreased by 
467,000 shares. Now in the market 
as we remember it back in 1928 and 


1929, such an amount of stock would 
have little influence. But in recent 
thin markets, 467,000 shares repre- 
sent a sizable amount of buying. 
There were days last August when 
total trading did not come up to that 
mark. It seems reasonable to be- 
lieve not only that the selling before 
the March highs prevented the es- 
tablishment of an even steeper preci- 
pice from which to fall, but that the 
subsequent buying must actually 
have had the cushioning effect which 
so many deny. 

The S E C has just announced 
rules which will permit short-selling 
only at a price higher than the previ- 
ous sale of the issue. It remains to 
be seen how this will work out in 
practice. Eventually, we hope, either 
the S E C or the Stock Exchange 
will release weekly figures on the 
short position. A better clue to mar- 
ket action will then be available on 
the true effect of these transactions. 
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A REPORT OF E oestructive 


Public Service 


BY A PUBLIC UTILITY SYSTEM 


HIS informal report, for the year 1937, is 
submitted for the information of the gen- 
eral public as well as the customers of the 
operating companies in the Commonwealth & 
Southern system and the security holders of 
The Commonwealth & Southern Corporation. 


The Commonwealth & Southern system con- 
sists of five northern and six southern operating 
companies which together serve electrically 
over 3,100 cities, towns and hamlets. They have 
an average population of 1,650 each. A total of 
over one million homes—634,000 in the north, 
446,000 in the south—are served. 


A large number of the customers live on 
farms or in outlying territory where costs of 
serving electricity—particularly transmission 
are high in comparison with more densely 
populated areas. 


The operating companies are bound together 
by the unified sales promotion, engineering, 
operating and financing staffs of the non-profit 
Commonwealth & Southern service organiza- 
tion. This unified operation makes it possible 
for the operating companies to render the con- 
structive public service outlined here: 


FINANCING 


The service organization during the last 
three years has negotiated the refunding of 
$264,174,700 of outstanding bonds and pre- 
ferred stocks of the northern operating com- 
panies with new securities bearing lower rates 
of interest and dividends. As a result the north- 
ern companies effected savings of over three 
and one-half million dollars a year in interest 
and dividend charges. 


In the south, it has been wholly impossible 
to refund any of the outstanding securities of 
the operating companies because of the actual 
and potential competitive operations of the 
Tennessee Valley Authority. Also because the 
Federal Government. in that area, is pursuing 
a policy of securing markets for T.V.A. power 
by free gifts to municipalities of 45% of the 
cost of new distribution systems with which to 


duplicate existing utility systems. 


The Commonwealth & Southern 


CORPORATION 


The senior securities of these southern op- 
erating companies, by reason of this activity of 
the Federal Government, are selling currently 
in the market at $88,000,000 less than their par 
value. This affects 83,000 owners of these 
securities. Moreover, 200,000 people own the 
stock of The Commonwealth & Southern Cor- 
poration whose investment, in turn, is depressed. 

Because of the inability of these companies 
to raise money in the open market, The Com- 
monwealth & Southern Corporation. in the last 
five years. has advanced to these southern 
companies approximately $30,000,000 from its 
own treasury, mainly for indispensable con- 
struction work. Thus have they continued effi- 
cient service to the 550,000 urban, suburban, 
farm, commercial and industrial users depen- 
dent upon them. 


CHEAP ELECTRICITY 


City and farm customers of Commonwealth & 
Southern system pay an average residential 
rate of 25% below the national average. They 
paid about 314 cents (average) per kilowatt 
hour for the year 1937. This is a lower average 
residential rate than is obtained in any other 
utility group in the United States. 


GREATER USES OF APPLIANCES 


For years the Commonwealth & Southern sys- 
tem has intensively promoted the use of all 
kinds of labor saving and convenience appli- 
ances in the home. Northern and southern com- 
panies cooperate with local dealers and help 
them arrange sales of equipment at prices and 
on monthly payments to suit all classes of cus- 
tomers. In 1937 net sales of appliances made by 
the system, itself, were about $17,500,000—a 


new high in appliance sales. 


RESULT—HIGHER K.W.H. USE 


As a result of these progressive policies, the 
average Commonwealth & Southern home—in 
the northern and southern territories—is using 
37% more electric service than is being used in 


the average American home, To state it another 


way, the average C. & S. home used close to 
1,100 kilowatthours of current in 1937—en- 
joyed an electrical standard of living one-third 
higher than the average U. S. home. 


BRINGING THE CITY TO THE FARM 


The companies in the system are and have 
been for years aggressively pushing rural elec- 
trification. More than 7.300 miles of new lines 
were built during 1937 to serve over 35.000 new 
rural customers while 15.000 new rural cus- 
tomers were being added to already existing 
lines. No other major system is doing more for 
rural electrification. 


HELPS CARRY THE TAX BURDEN 


Taxes of the Commonwealth & Southern 
system to various local, state and federal gov- 
ernmental agencies. amount to $18.337.000 for 
the twelve months ended November 30, 1937. 


STRUCTURE AND POLICY 


The Commonwealth & Southern Corporation 
has a simple, clear corporate structure. It di- 
rectly owns common stock and other securities 
of its operating companies and makes no profit 
on supervision, financing, engineering or from 
any other service. 

The Corporation considers that its function 
is to see that consumers of the system receive 
the largest possible use of energy at the lowest 
possible rates. Also, to give a diversity of in- 
vestment which, in the absence of government 
competition, should insure a stability of in- 
vestment to the thousands of individual owners 
of its securities. 

The Commonwealth & Southern system is 
now giving its consumers large average use of 
electric energy at low average rates. If taxes 
were not so high and if the southern companies 
could refund securities, the system could 
earn a satisfactory return for its investors and 
could spend a great deal more money expanding 
its facilities .. . and thus aid a general business 


recovery. 


WENDELL L. WILLKIE, President 
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The Trend of Events 


TAX REFORM INDICATED .... Outside of those who 
sponsored what seemed to them a bright idea at the 
time, there are very few people who now favor the un- 
distributed earnings tax and its opponents are legion. 
Scarcely less vigorous has been the opposition to the 
capital gains tax in its present form. If Congress were 
left to its own there would be little doubt 
of repeal of the former tax and drastic revision of the 
latter. 

Against modifications more sweeping than those now 
proposed in the bill drawn up by Representative Vin- 
son's sub-committee in the House there stands the stub- 
horn reluctance of the Administration to risk loss of 
“face” by tacit admission of error. Even so, the chances 
appear favorable that the Senate will go a long way 
eliminating the worst features of these un- 
sound taxes, and that out of eventual agreement between 
Senate and House conferees there will emerge a bill giv- 
ing business men and investors something to be thankful 


devices, 


toward 


for. 

In the crusade against these taxes, and especially 
against the capital gains tax, there has been no more 
vigorous and effective opponent than Morris S. Tre- 
maine, controller of the State of New York, and for this 
he deserves high credit. Mr. Tremaine was insistently 
and repeatedly denouncing both as_prosperity-killing 
taxes long before the onset of the present economic 
slump. In his testimony the other day before the House 


Ways and Means Committee he could very well have 
boasted: “I told you so!’ Instead he merely kept ham- 
mering away, explaining—from the point of view of an 
official interested in the revenues of the State of New 
York—why these taxes, by destroying opportunity for 
productive employment of capital and labor, have tended 
to kill the goose that lays the golden eggs. Congress 
would do well to heed such an opinion, coming from one 
who has had long experience on the receiving end of the 
tax business. 


OFF WITH THEIR HEADS! .. . Broadening a discussion 
which he had initiated on the subject of the public util- 
ities, President Roosevelt at a recent press conference 
ventured into what appeared a general attack on holding 
companies. “Would you abolish all holding companies?” 
a reporter inquired. It is reported that between puffs on 
a cigarette, Mr. Roosevelt replied with a nonchalant and 
enigmatic: “Why have any?” Ever since then the 
Washington correspondents have been scurrying around 
trving to find out whether the President has in mind pro- 
posing specific and general anti-holding company legis- 
lation. They have had no luck. Officials close to the 
President profess ignorance on the matter and Mr. 
Roosevelt has not felt inclined to enlighten the press. 
It is said, however, that he did slightly amplify his 
views on holding companies in his conference the other 
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day with some fifty-odd members of the Business Ad- 
visory Council, whose counsel heretofore has seldom 
excited the White House. According to published re- 
port, he conceded that a certain amount of mass effi- 
ciency is attained by some of the holding companies and 
that they otherwise operate in the public interest. 

Perhaps we may deduce from this that the President 
probably has no intention of seeking to abolish all hold- 
ing companies; and that the whole thing is merely an- 
other instance of Mr. Roosevelt’s keen relish of mystery 
dramas capable of making the flesh of the Economic 
Royalists creep right away from their bones—but we 
wouldn’t know for sure just what it does mean. We do 
know, however, that so large a proportion of American 
business is transacted by holding companies, with great 
benefit to both security owners and consumers, that any 
politically dictated dismemberment of them would pro- 
duce a chaos compared with which the present depression 
would look like prosperity. 


SAUCE FOR THE GOOSE ... To the mind of Secretary 
of Agriculture Wallace—a mind which for reasons not 
clear has came to be regarded as one of the soundest in 
Washington—sanice for the goose apparently should not 
be sauce for the gander. The Secretary has taken it 
upon himself to inform the Interstate Commerce Com- 
mission that an increase in railroad freight rates would 
be a very bad thing and that, indeed, it would reduce 
railroad revenue by curtailing traffic. But when beef 
and pork became luxuries for the idle rich last year we 
did not hear the Secretary protesting, nor did we hear 
him contend that sky high prices for their products 
would reduce the incomes of the cattle and hog raisers. 

If Mr. Wallace is sincere in opposing the application 
of the hard-pressed railroads for rates high enough to 
permit their continued existence under private operation, 
one can only conclude that he does not know what he 
is talking about. It is merely proposed by the railroads 
and the motor trucking industry that the approximate 
rate structure of 1930 be restored for each. That would 
not result in important traffic losses for either, and it 
would not unduly penalize shippers—including farmers— 
who are now getting the most efficient transport service 
in the world for less than its cost. 

The average price charged by an American railroad for 
moving one ton of freight one mile is .94 of one cent. 
In England it is 2.73 cents, in France it is 3.48 cents, in 
Italy 2.71 cents and in Germany 2.48 cents. Only in 
Japan is the charge lower than in the United States, and 
the wages of rail labor in that country are a fraction of 
the American standard. We believe it would be a good 
idea for Mr. Wallace to concentrate on agriculture. 


THE “CAPITAL LOCKOUT" . . . Monopoly is a bad 
thing. For all too long the politicians have had a 
monopoly in coining snappy phrases which catch the 
newspaper headlines. We are therefore delighted to see 
a banker, Thomas W. Lamont, give this combine the 
neatest verbal counter-jab of the year. It is not a “strike 


of capital” that we are seeing in this depression, orated 
Mr. Lamont, but “a lockout of capital.” What has 
locked capital out of productive employment? You 
guessed it. The restrictions and restraints imposed by 
the New Deal. 

Having lived through two major depressions and sev- 
eral minor ones, Mr. Lamont views the current scene 
with neither rancor nor despair. In every period of 
human distress people turn to panaceas. “Visionaries 
rise up before them and point the way to salvation. 
They promise everything, but perform nothing.” The 
agitator, he adds, has little interest in facts. “For him 
the dramatic has more appeal than the truth. He is not 
interested in the orderly processes of long and patient 
investigation that normally precede the enactment of 
sound law.” 

As an alternative to this sort of thing, we need men 
of disciplined minds—men who will not be content mere- 
ly to toss out untried theories but who “will bring to 
bear upon our economic and industrial problems what 
we call the scientific method.” In the long run, Mr. 
Lamont concludes, the public “will approve the effort to 
get the actual facts and then see where they lead.” We 
hope so, sir, but how long is the “long run”? 


SLACK AUTOMOBILE DEMAND ... Heads of the three 
biggest motor companies state individually that they 
are uncertain of the nearby outlook. that they are gear- 
ing output to demand week by week and that they hope 
for at least seasonal improvement next spring. This 
realism is to be preferred to unjustified and misleading 
optimism, even though it does indicate that economic 
recovery is not going to get any major help from the 
automobile market for at least some weeks. 

Never in the history of the industry has retail demand 
for automobiles suffered so severe a shrinkage in so short 
a period of time. The speed of the motor slump. how- 
ever, has merely matched that of the general decline 
in demand for durable goods; and there is no evidence 
whatever that it reflects maladjustments peculiar to this 
industry. It is unfortunate, we think, that the motor 
chiefs have appeared to concur in the President’s warn- 
ing against over-selling and over-extension of installment 
credit. None favors such abuses, but the implication is 
that they have existed and that is not true. The present 
trouble did not result from over-selling but from sudden 
under-buying due to reasons wholly external to the mo- 
tor industry. If people bought more cars on time than 
they could pay for, the percentage of repossessions would 
show it. Defaults on automobile installment contracts 
have always been—and are today—a very small fraction 
of the total. 


THE MARKET PROSPECT . . . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 478. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, January 24, 1938. 
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""GOTT STRAF''— 


= the World War this was the cry of the Ger- 
man people in their hour of defeat—when they believed 
the world was against them unjustly—when their loved 
ones were dying on the battlefields or starving at home, 
and their hearts were full of misery. The Germans 
greatly believe in the law of compensation, and through- 
out these twenty years since the armistice, they have 
awaited with the fatality of an emotional people for the 
law of compensation to bring about the decline of their 
enemies. 

Yet, today, these same people are attacking, robbing 
and murdering innocent men, women and children with- 
in their own midst. And they are doing this in the most 
cold-blooded manner imaginable. This is no pent-up 
hatred let loose, but purely and simply a cowardly and 
deliberate scheme for enriching themselves—for acquir- 
ing property and position at the expense of a helpless 
minority who cannot fight back. Not that the Jews 
have the largest amount of property, but because they 
can defend themselves the least. 

More than that, they are spreading their doctrine of 
banditry, inhumanity and vicious cruelty, and it is tak- 
ing root in the muck that abounds in these distressful 
times in the various countries of the world. 

The backward nations, where illiteracy and semi- 
barbarism exist, have joined in this campaign of fright- 
fulness and looting. In Roumania, the case against the 
Jews is manufactured out of whole cloth, as statistics 
readily prove. In the first place the influx of Jews is 
almost entirely due to annexation under the post-war 
treaties whereby Roumania received Transylvania from 
Hungary, Bukovina from Austria, and Bessarabia from 
Russia. Less than 215 Jews a year have entered Rov- 
mania in the flight from German terrorism. 

The attitude of the Roumanian government is in di- 
rect violation of the most solemn obligations freely un- 
dertaken by treaties at the end of the World War. In 
return for large additions of territory, Roumania defi- 
nitely agreed to respect the position of her minorities 
and to grant Jews the same equality with Roumanians 
before the law. The low calibre of the leadership in Rou- 
mania is evidenced by the way these facts are being dis- 
torted. 

This doctrine of destruction, with which petty govern- 
ments seek to mend their affairs can only tear down those 
who engineered it and those who practiced it. And the 
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BY CHARLES BENEDICT 


GOD DEMOLISH OUR ENEMIES! 


suffering in the world will be greater than ever for the 
innocent and guilty alike. 

After all we are human beings together, with the same 
virtues and the same weaknesses. And, bound by that 
spark of spirituality which causes us to lift up the down- 
trodden, to feed the hungry and to console and dry the 
tears of the miserable, we are all kin. What is religion 
but an attempt to guard that precious jewel of spiritual- 
ity that alone makes life worth living? The creeds we 
follow are only an accident of birth. 

Are we going to permit Hitler and his gang of de- 
generates to extinguish that small but mighty spark 
which throws its radiance over the whole world so that 
men can feel its comfort even in the darkest corners of 
the earth? 

The combination of decadence and barbarism that is 
spreading over Europe remains so far unchecked. The 
civilized people of the world (Please turn to page 535) 





Wide World 
Der Fuhrer, congratulates Dr. Josef Goebbels, minister of Na- 
tiona! Enlightenment and Propaganda on his fortieth birthday. 
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The Stock Market for February 


we A 8: 


I, recent trading stocks of the leading gold mining 
companies have been the only issues showing confident 
demand at new high prices. Early in the career of the 
New Deal, with inflation-motivated alteration of the dol- 
lar a certainty, the gold shares and the general market 
went up together. Over the past two years, however, the 
gold shares have usually advanced prominently only at 
intervals when buyers did not like the looks of most 
other equities. 

If we are to see a major inflation and 
consequent shrinkage of the purchasing 
power of money—and that is certainly 
an ultimate possibility—shares in pro- 


fitable gold mines would naturally 
constitute a logical investment or 
speculative choice. But if inflation 


were so imminent at the present time as 
to make cash a risky holding, we would 
see funds going not alone into gold 
stocks but simultaneously into many 
other equities, including non-ferrous 
metal shares and so-called commodity 
stocks generally, as was the case early 
in 1933. 

The other and more plausible ex- 
planation for the recent strength in 
gold stocks is that, with the price of gold fixed at $35 per 
ounce, gold mining companies are about the only ven- 
tures which benefit from a period of serious deflation, 
since it tends to lower operating costs and increase mar- 
gin of profit. In short, here is a group of stocks with a 
favorable-earnings outlook for at least some time to come 
and the dividend vield even at present enhanced quota- 
tions is good. In contrast, the earnings outlook for the 
great majority of other stocks—at least for the first haif 
of this year—is such as to give considerable pause to 
potential buyers of equities, excepting the in-and-out 
speculator class which is willing to venture bets on the 
minor ripples in the tide. Operating costs of most cor- 
porations have risen sharply in recent years, especially 
as regards wage rates and taxes. Under present reduced 
sales volumes, the effect of over-high and over-rigid 
operating costs upon per share profits is a factor weigh- 
ing heavily on the confidence of investors and speculators 
as they appraise stocks in terms of longer-range attrac- 
tion. 

While we would like to be highly optimistic regarding 
the near term market outlook, the existing strength in 
gold shares does not lift our hopes. On the contrary, it 
somewhat increases the skepticism with which we are 
forced to view the recent none too encouraging perform- 
ance of the general run of stocks. This is not to say that 
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MILLER 


we see no possibility of an extension of the traditional 
January rally. For a fortnight the market has sidled 
along in approximately the 130-134 range of the Dow- 
Jones industrial average, with acute weakness in specv- 
lative rail bonds a sobering influence. At the moment, 
liquidating pressure in the bond market appears to have 
let up. Hence an early attempt at further short-swing 
rally would not be surprising. 

Even for the 
however, the practical 
whether such opportunity as is now 
offered justifies the risk. Some three 
months ago, following the marginal 
clean-out of October 19, the market 
rallied to a closing level of 138.48 in the 
Dow-Jones industrial average. We are 
of the opinion that between that level 
and the present level the market will 
not find the going easy. The utility 
and rail groups have vet to better the 
best levels of December, which in turn 
were under the best prices of either 
November or late October. A number 
of prominent industrials also have yet 
to better the best December prices. 

Aside from speculation in several low 
price issues, the main load of the vear’s recovery to date 
has been carried by the stocks regarded as beneficiaries 
of the projected increased national defense program, not- 
ably the aviation group. Whether this factor can safely 
be given further important speculative exploitation is 
open to doubt. For a time the coppers assumed leader- 
ship, aided by a temporary rise in the price of the metal. 
Evidently this maneuver consisted simply of copper sell- 
ers first lowering the price and then raising it by eighths 
in an effort to entice buyers. With demand remaining 
slack and stocks of the metal continuing to rise, this 
strategy was abandoned and the copper market is again 
in the doldrums. At the moment the tire stocks are 
receiving favorable attention, helped by a rally in crude 
rubber. Whether this has any more enduring foundation 
than the late play in the coppers remains to be seen. 

In the present setting we do not see how the most 
optimistic trader could safely count on an intermediate 
rally capable of cancelling more than half of the decline 
between the August highs and the lows of November. 
This theoretical limit would be at approximately 150 in 
the Dow-Jones industrial average. Among professional 
observers, most optimists confine their guesses to a limit 
“somewhere between 140 and 150.” If this guess be ac- 
cepted as a basis for speculation, the trader is playing for 
something like 5 to 10 points up, against risk of 20-odd 


trader, 
question is 


short-swing 
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Failure of the market thus far to advance above the 
134-135 resistance level in the Dow-Jones industrial aver- 
age suggests possibility of another short-swing reac- 
tion. We believe it prudent to defer trading purchases. 









































itional points down, assuming—which is not certain—that basis either in the technical evidence or the politico- 
sidled former lows will hold. economic factors on which a rational judgment can be 
Dov. Now, of course, a “double cross” of prevailing specula- formulated as to the timing of longer-range speculative 
spect: tive conviction is always possible and must be consid- or investment commitments. 
ment. ered. This could possibly take the form of an advance That speculative hope, rather than more tangible 
» have greater than is generally expected. We see nothing in factors, is now a major influence is suggested by the fact 
-swing either the trend of corporate earnings or in developments _ that one finds scores of stocks selling out of line with the 
at Washington which points in this dirction. Surprise, speculative bonds or preferred stocks which precede 
rader on the other hand, might take the form of an earlier test- them in claim on earnings. As long as bonds and pre- 
on ‘. ing of the bear markets lows than is now expected. We ferred stocks fail to interest investment buyers, it would 
; now rather doubt that anything quite this disconcerting is seem a sound principle to conclude that a rally in equi- 
three nearby—but we would make prudent allowance for the — ties which are junior to such issues is living on borrowed 
rginal eventuality of a more important short-swing reaction time. This discrepancy, of course, may be corrected by 
arket than has yet been seen in January. A tip-off on this will more confident recovery in speculative and semi-specula- 
in the be the ability or inability of the Dow-Jones industrial tive bonds and preferred shares, but until such a trend 
le are average to plow decisively through the 135 level in the becomes visible the burden of proof on the bull side is 
level immediate future. If it cannot do so, some recession will certainly on a good many equities. 
| will appear in order. While there has been a modest improvement in most 
tility In general, we would emphasize the fact that the mar- business trends since the start of the year, most observers 
ra ket has yet to give any convincing evidence of ability to in business and most Washington officials do not look for 
turn rise out of the broad trading range within which it has any significant upturn before spring. Meanwhile the re- 
ither now been bouncing up and down for more than three covery cause is getting but feeble help from the Admin- 
mber months; that it is now nearer the upper level of this trad- istration as the President confers with all and sundry on 
» vet ing range than the lower level, which means increased a yet unformulated course; and Congress shows no in- 
S. risk in trading operations: and, finally, that there is no clination to do anything of importance in a hurry. 
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BY E. 


Roosevelt's program is very vague in detail, fairly clear 
in outline. He seeks immediately, restoration of general 
business confidence which will engender normal indus- 
trial activity, this confidence to be created by letting peo- 
ple get things off their chests and by refraining from 
embracing panaceas. As soon as this gets under way he 
will advance proposals to keep it in hand and for long- 
range economic reforms. Reforms will not be pushed all 
together, and perhaps none will be legislated this year, 
but they will form the basis for 1938 Congressional 
campaign. 


Reforms desired are in line with Roosevelt’s oft-ex- 
pressed views—increased national income, more equi- 
table wealth distribution, increased living standards for 
“the lower third,” break-up of concentrated economic 





WASHINGTON SEES 


New Deal aiming at planned economy, long- 
range reforms. 


Roosevelt confident of success in objectives 
but picking course warily. 


N L R B and labor leaders due for sail- 


trimming. 


Railroad reforms scheduled for executive 
attention. 


Supreme Court, with liberal majority, no 
longer a conservative force. 


Advertising control beginning. 


Diplomatic shifts strenghtening our foreign 
contacts. 


More tax revision coming. 
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power, stable prices, correlation of supply and demand, 
fair competition, government-controlled credit—in short, 
planned economy. He is gradually evolving a plan to 
meet these objectives over a period of years, but he won't 
announce it like a Soviet five-year plan. It will come 
piece-meal with extreme features forecast periodically 
to make immediate steps look mild in comparison. 


Holding company blast is example of policy of casting 
shadow before coming event. Administration will not 
immediately break up all corporations controlling sub- 
sidiaries but will tackle railroad and banking first, using 
pattern of utility death sentence with modifications, 
meanwhile throwing obstacles in way of holding com- 
panies in industrial field, particularly non-operating and 
second degree companies. 


New Deal confidence in ability to put over reforms is 
gaining, particularly as Supreme Court obstacle now ap- 
pears removed and possibility is seen for reversal of old 
decisions limiting federal powers. Scare of further de- 
pression is wearing off in most official quarters. Roose- 
velt’s reform feelers are cited as proof he feels business 
will soon be robust enough to stand series of major op- 
erations. 


Business cooperation is fully expected by New Dealers, 
partly from desire to be in on the plans, partly from fear 
of crack-downs on recalcitrants. Bait being extended in 
form of vision of prosperity from increased purchasing 
power and coordinated production. 


Mixed counsel still prevails in New Deal circles; enough 
so that nothing is certain. Various groups preach pump- 
priming, wealth-bating, trust-busting, N R A revival, 
etc. Currently Roosevelt is steering middle course but 
tacking constantly and carefully watching all weather- 
vanes. 


Auto financing criticism shows administration blows hot 
and cold. Roosevelt blames too liberal installment terms 
for boom and slump in motor industry while he presses 
for same in housing field and Federal Reserve encour- 
ages banks to handle installment paper. But Roosevelt 


THE MAGAZINE OF WALL STREET 








thinks 
can @ 


p even I 


NLR 
and p 
acts a: 
labor 

but v 
propo: 
streng 
unless 


Railre 
agend 
solida 
inatin 
His 

wheth 
more 
or | 
wring 
and f 
appea 
ic < 
portic 
increé 
and p 
mark 
and e€ 


Air 
tion 1 
regul. 
Post 

placit 
body 
quite 
will 


Tele 
ably 

case 

fishir 
and ¢ 
thor« 
syste 


Utili 
hint: 
pani 
ipal 

disec 
SE 

hold 


Unic 
with 
men 
and 


Star 


gene 


JAN 


mand, 
short, 
an to 
won't 
come 
ically 


sting 
| not 
sub- 
ising 
ions, 
:om- 
and 


is is 
ap. 
old 
de- 
ose- 
ness 


op- 


ers, 
ear 
| in 
ing 


igh 
al, 


ut 
of ag 









appear to have his ear at present. 





thinks that when government has adequate control it 
an expand here, contract there, keep everything on 
even keel. 


NLRB troubles loom as Senate moves to cut its funds 
and probe charges it violates contracts and civil rights, 
acts as prosecutor instead of judge, and fails to prevent 
labor disputes. Board has its Congressional defenders, 
but vehemence with which labor spokesmen denounce 
proposals to amend Wagner act shows the growing 
strength of amendment sentiment which will blossom 
unless administration sits down very hard. 
Railroad problem is not far down on _ Roosevelt’s 
agenda. He is for sweeping con- 
solidations, at same time elim- 
inating rail holding companies. 
His advisers are split over 
whether to prop the roads with 
more loans during the process 
or put them through the 
wringer, but advocates of drastic 
and painful capital write-downs 


IC C expected to grant major 
portion of road’s 15 per cent rate 
increase but with some strings 
and probably with some side re- 
marks on railroad capitalization 
and efficiencies. 


Air commerce contro! legisla- 
tion will pass this session, taking 
regulation from Commerce and 
Post Office Departments and 
placing it either in I C C or new 
body, either of which will be 
quite satisfactory to airlines and 
will be big boost to air traffic. 


Wide World Photo 


Telegraph rate increase prob- 

ably will be granted by F C C on temporary basis but 
case will be made vehicle for general investigation and 
fishing expedition into finances, competition, policies, 
and other phases of communications industry looking to 








thorough revision of set-up of point-to-point message 
systems. 


Utility truce seems no nearer as Roosevelt counteracts 
hints of mediation by blasting away at holding com- 
panies, write-ups and rate bases, and defending munic- 
ipal ownership and federal competition. But T V A is 
discovering its Congressional friends are numbered, and 
S E C is stretching its death sentence law to be kind to 
holding companies. 


Union peace now looks more promising than in months, 
with administration bringing sub-rosa pressure, employ- 
ment and dues declining, workers tired of factional fights, 
and important leaders edging toward concessions. 


Stanley Reed appointment to Supreme Court meets 
general approval. Not a radical, reformer, zealot, or 
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Stanley Reed new Supreme Court appointee meets 
with general approval the country over. 





brain-truster, but careful, scholarly, hard working, real- 
istic progressive. A cracker-jack lawyer, he won fame 
for handling innumerable government cases before Su- 
preme Court, including argument of constitutionality of 
all important New Deal laws. 


Liberal majority of five on Supreme Court now exists 
unless Cardozo’s illness lingers, but two of minority are 
middle-roaders. Probability is Roosevelt will have ap- 
pointment of two to four more justices in balance of his 
term. So his court packing plan can be buried. But 
Supreme Court will no longer be strong check on Ad- 
ministration, the reliance of conservatives, and oppo- 
nents of innovations must depend more on Congress. 


Advertising control is imm- 
nent as Congress puts final 
touches on legislation enlarging 
powers of Federal Trade Com- 
mission, speeding procedure and 
giving it teeth. F T C all set to 
move against many types of ad- 
vertising (via all media) it con- 
siders unfair or deceptive. Food, 
drug and cosmetic ads are 
singled out for special provisions, 
but general portion of bill is 
quite drastic. 


Economy efforts in Congress 
are making scant headway, with 
occasional budget cuts offset by 
increased pork. President’s rea- 
sonable request for item veto 
power over appropriation bills 
got fatal set-back in poorly 
drafted and abortive rider first 
inserted then reneged by House. 


Social security act changes will 
be only minor this year. No one 
is in a hurry to push major revision and it will be studied 
and studied while the Treasury lets the old age reserve 
absorb the deficit. 


Strike damages of $117,000 awarded Illinois coal com- 
pany against Progressive mine union has had greatly 
sobering effect on all labor leaders. Appeal is planned 
but Supreme Court set precedent in 1915 Danbury hat- 
ters case and reaffirmation of doctrme, which distin- 
guishes between legal strike and illegal conspiracy to 
prevent production, would go far to prevent outlaw 
strikes and make unions responsible. 


Tax bill disappoints but is step in right direction and 
probably will be adopted without much damage by 
House, although efforts will be made to eliminate the 
“three baskets” into which corporations are dumped and 
apply a single set of graduated rates plus exemptions 
from the profits surtax for plant construction. But 
Senate will rewrite much of bill and may eliminate last 
vestige of profits surtax and make greater changes in 
gains-losses provisions. 
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The Way to the Next Production Peak 


BY LAURENCE STERN 


| problem confronting the American people is much 
more serious and fundamental than is commonly realized. 
It is not a mere matter of temporary business “reces- 
sion.” As is shown by the chart of per capita industrial 
production at the top of this page, the arresting fact is 
that in 1929 we departed from the highway of long-term 
economic progress and we have been off the road ever 
since. 

In short, for the first time in modern history a deep 
and prolonged depression has been followed by a recov- 
ery which not only failed to carry our living standard to 
a new high level but which left it considerably short of 
the pre-depression standard. For the first time we have 
slumped into a new depression before getting out of the 
last one. 

If you draw a line through the peaks and valleys of 
this chart you will have, in visual form, the road to the 
more abundant life that our people were following until 
1929. Despite the detours, it took them forward to new 
heights of material w -il-being from decade to decade and 
from generation to generation. Now the “more abun- 
dant life’—never attainable save by productive human 
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endeavor—has become a political slogan grotesquely 
devoid of reality. Five years of trying to buy our way 
back to the main road with governmentally inflated bank 
money leaves us once more on a detour—indeed, once 
more in the ditch. 

Again referring to the chart, it will be observed that 
since the World War the tendency has been for our 
detours to become more frequent and for the declines in 
production to become more severe. The Communists 
will say this proves the decadence of the capitalist sys- 
tem—proves the system has outlived its usefulness. But 
there is another and much simpler explanation. 

To function with maximum efficiency a capitalist sys- 
tem must have a high degree of freedom for self-adjust- 
ment. During the past twenty-odd years increasing 
governmental encroachments upon that freedom have 
coincided with the increasing frequency and severity of 
our economic disorders. That is not mere coincidence. 
It looks very much like cause and effect. Ever since an 
imperial German ego-maniac plunged the world into 
war in 1914, one monkeywrench after another has been 
tossed into the complex machinery of the profit system, 
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more and more restrictions have been imposed, more and 
more formerly automatic safety valves have been tied 
down. 

It has been during this period that governments, in- 
cuding our own, have increasingly assumed the obliga- 
tion of planning and guiding national economies. It has 
been during this period that we have seen _ political 
monetary-credit “management” come into high vogue. 

This country embraced governmental credit manage- 
ment in a big way with creation of the Federal Reserve 
System in 1913. Our goal was stabilized prosperity. 
What we got under this regime was our most violent 
boom and our most violent depression. It may be said, 
of course, that due to the war and to the post-war ad- 
justments, the conditions confronting our credit man- 
agers at Washington were abnormal in the °20’s—but 
politico-economic conditions are always “abnormal” in 
the sense that they are fluid and ever-changing. Eco- 
nomic history may repeat itself, but it never does so in 
precisely the same way. With due allowance for “ab- 
normal conditions,” it is nevertheless true that in the 
pre-depression decade the collective judgment of the 
Federal Reserve Board proved wrong in more than one 
instance and that its errors of judgment vitally affected 
the subsequent course of economic and financial events. 
It is also true that the members of the Reserve Board 
never found it humanly possible to set themselves up as 
a detached, objective high court of credit, insulated from 
public emotion and from the political pressures of repre- 
sentative government. 

Since the election of 1932 the previous trend toward 
centralized, politically dominated economic planning has 
been vastly accelerated. Any pretense that the credit 
policy of the Reserve Board is independent of the wishes 
and fiscal needs of the Administration has been tacitly 
abandoned. Innumerable powers of economic and finan- 
cial regulation have been placed in the hands of the 
President and his appointees. The New Deal goal of a 
“planned economy,” a reformed and revitalized capital- 
ist system and a stabilized prosperity was openly pro- 
claimed. 

As long as economic recovery appeared to be in prog- 
ress, the entire credit for it was claimed by Mr. Roose- 
velt. “We planned it that way.” The country was 
coming back “on a sounder basis than ever before.” 








Well, any literate person now can see that in total 
effect the “planning” was very bad. Under Mr. Roose- 
velt’s guidance the capitalist system may have been 
reformed, but it certainly was not revitalized. On the 
contrary, it was paralyzed. The “recovery” was bought 
with some $18,000,000,000 of synthetic Government 
money created by stuffing the banks with Federal bonds. 
Private money had little or nothing to do with it. Sav- 
ings were not flowing into productive long term invest- 
ments. Bank credit available for private use went beg- 
ging, with few takers. Never were bank deposits larger 
and never was their velocity lower. 

After more than four years of endless political brow- 
beating, an overwhelming majority of business men— 
large and small—and of investors had come to fear the 
policies, methods and intentions of their Federal Govern- 
ment. They distrusted its economic philosophies as 


reflected in regulatory legislation, in taxation and in 
labor policy. They had faith neither in its judgment nor 
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its motives. They had given up the hopeless task of 
trying to guess what Mr. Roosevelt would do next. 

It was in that setting that the Administration, late in 
1936, arrived at the curious conclusion that the country 
was threatened with a potential privately-financed boom; 
and that the time had come to end deficit-financed credit 
expansion and to put on the brakes. The Reserve Board 
‘aised member bank reserve requirements, forcing banks 
to liquidate investments and depressing the bond market. 
The President and other officials uttered warnings 
against speculation and talked commodity prices down. 
The deflation was on. It is true that excessive business 
inventories, built up largely on the mistaken belief that 
the rising price-wage spiral would continue, contributed 
materially to the steepness of the slump, but it would 
have come in any event because Federal pump-priming 
had been the backbone of the recovery and once this was 
terminated there was nothing to serve as substitute. 

Today industrial production, the keystone of the na- 
tional income, is in deep depression, having shown but 
moderate seasonal improvement since the turn of the 
year. The immediate problem is to eliminate the key 
forces of defiation and induce a self-motivating rise in 
production. The longer problem—that of getting back 
on the main road of capitalistic achievement that we were 
following for generations prior to 1929—will require that 
we either restore sufficient freedom to the capitalist sys- 
tem to permit it to function with former efficiency or 
devise a new and better system. 

Is the Administration grappling realistically with the 
immediate task of turning the tide? If so, it is not 
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evident to the naked eye. Has the Administration even 
a rough idea of where it would draw the dividing line 
between the sphere of government and that of capitalist 
initiative? If so, that also is not evident. 

The seriousness of what Washington prefers to call 
the “recession” has been plain for many weeks, but from 
the President has come no semblance of the positive 
leadership that he displayed early in his first term. Of 
course, the enemy then was “the Hoover depression.” 
One could tackle it without inhibitions. This one is 
economically less serious, but politically more ticklish. 
The ignorant might get a notion that Mr. Roosevelt had 
something to do with it. So the weeks have been spent 
mainly in an effort to divert public attention, to focus 
the eyes of faithful Democrats on a scapegoat by means 
of a vitriolic but vague attack on certain unspecified 
abuses of Big Business. 

On the positive side, the recovery effort thus far has 
consisted of a housing bill, which may help construction 
when the depression is over; a series of conferences be- 
tween the President and leaders of industry and labor, 
the significance of which has yet to be revealed; some 
grudging, Administration-sponsored concessions in the 
undistributed earnings and capital gains taxes, which 
may be further modified by Senate and House; and spon- 
sorship of an enlarged program of national defense ex- 
penditures, which should afford some help to business 
before the year is out. That is about all. 

The only thing rising strongly today is business and 
investment uncertainty as to where the President is 
going—or would like to go—in his zig-zag course, and as 
to whether Congress will let him do it, whatever it is. 
Some thought this uncertainty had reached a maximum 
last year. They were wrong. The tempo of the zigs and 








the zags seems to be increasing. The course appears 
subject to change between morning and afternoon edi. 
tions of the newspapers. 

You may ask—as the President has more than once 
flung at critics—“Well, what would you do?” That is 
a fair question. Let us attempt to answer it, taking up, 
first, methods by which deflation can be halted and a 
start toward increased production can be made; and, 
second, the essential requirements for a sustained, pri- 
vately-financed recovery. 

To begin with it is buying of commodities by business 
men—and not by John Q. Public—that initiates the 
major changes in the economic cycle. The public did 
not stop buying last year. Business men stopped buy- 
ing. The public did not swarm into the stores after the 
banking holiday in March, 1933. It was business buying 
that started the ball rolling. It will take business buying 
to start it rolling again. 

What induces business men to start buying? It is 
not confidence in the long term economic or political 
outlook—for nobody on earth knows what the long term 
outlook is. It is confidence in the near term outlook for 
profits, confidence that commodities bought at a pre- 
vailing price level can be processed and sold at a satis- 
factory profit. Obviously, many factors influence a busi- 
ness man’s judgment as to the profit outlook. They in- 
clude the level of his inventories, the “feel” of wholesale 
and retail markets, the trend of commodity prices, and 
taxes, wages, laws as they relate to operating costs. 

Inventories were low in March, 1933, and the initial 
policies of the Administration convinced business men 
that prices would rise, that the near term profit outlook 
was favorable. The recovery ball started rolling. At 
present inventories, especially (Please turn to page 536) 
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What Companies Are Under Fire 
in the Monopoly Drive—and Why 


The Truth About Monopoly 


Prices, Products, Ownership 


BY HENRY L. 


ee 
HE only way to insure a reasonably steady well- 


being for the nation as a whole is for the Government to 
act as an impartial overseer of our industrial progress, 
ready at all times to call a halt to monopolistic practices 
which threaten to throw our economy out of order.”— 
From a speech by Robert H. Jackson, Assistant Attorney 
General. 12.26.37. 


“Monopolistic business may be content to permit the 
politicians to run the obvious machinery of elections, 
but big business will insist on controlling the real exer- 
cise of the powers of government. . . . America, demo- 
cratic in form, but autocratic in substance: America, the 
land of majerity rule, but controlled, at least until 1933, 
by monopolies that in their turn are controlled by a 
negligible number of their stockholders.” —From a speech 
by Harold W. Ickes, Secretary of the Interior. 12.30.37. 


“Another group of problems affecting business, which 
cannot be termed specific abuses, give us food for grave 
thought about the future. Generally such problems arise 
out of the concentration of economic control, to the 
detriment of the body politic—control of other people’s 
money, other people’s labor, other people’s lives. 

“In many instances such concentrations cannot be 
justified on the ground of operating efficiency, but have 
been created for the sake of securities profits, financial 
control, the supression of competition and the ambition 
for power over others.”—From a speech by Franklin D. 
Roosevelt, President of the United States. 1.3.38. 


It must be obvious to any unbiased observer that all 
this breast-beating in high official quarters over this mat- 
ter of monopoly is highly tainted with political expe- 
diency. Some way had to be found to make the severe 
recession in business through which we are now passing 
concur with the President’s all-too-recent speech in 
which, talking of business betterment, he made the 
famous “We planned it that way” statement. So, the 
old trumpet, “monopoly,” has been brought out again, 
the cobwebs dusted off and it is now being tooted as 
melodiously as ever before. We have anti-trust laws, of 
course, and these could always be enforced or if, as is 
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sometimes claimed, they are unsuitable to present- 
day conditions, then why not amend them and make 
them suitable? 

It is not, however, our purpose to inquire closely into 
political motives. The need for diverting attention from 
an unpleasant reality might be political in origin and at 
the same time rest on quite sound economic grounds. 
What we are interested in here is whether the economic 
grounds are indeed sound, or at least sufficiently so to 
support the contentions being made by Jackson, Ickes, 
et al. 

Primarily the word “monopoly” connotes an exclusive 
right and, by popular usage, it carries the implication of 
exploitation of that right through excessive prices. By 
this definition there is not a true monopoly in the whole 
country outside of certain functions of government. The 
public utilities, including the Telephone Company, are 
usually regarded as being natural service monopolies, 
but they are only near-monopolies at the best—or worst, 
if one likes. 

To charge, in a disparaging sense, that the public utili- 
ties are monopolies is to ignore all the public service 
commissions whose express duty it is to see that the 
public is not exploited through excessively high charges. 
Monopolies characteristically raise prices, while the 
whole long record of the public utilities is one of lower 
prices, especially over the past decade or so. Can it be 
that the utilities are monopolistic in the eyes of the Gov- 
ernment because they have not lowered rates as fast as 
some officials think they ought to have been lowered? 
Now, no outsider can presume to state as a fact what 
goes on in an official brain, but it is demonstrable that 
the service rendered by privately-owned -utilities is gen- 
erally good and also that the cost of the service has been 
marked down materially. Besides, even should part of 
one’s monthly utility bill represent a monopolistic goug- 
ing, it is a very small part of the total bill and an in- 
finitesimal part of what the average family pays in taxes 
over the same period. In other words, if our politicians 
would divert part of their efforts from the persecution 
of the utilities to finding a means of reducing taxes the 
chances of awarding the individual with something 
worthwhile would be a great deal better. 









It is even possible that the utilities are less monopolis- 
tic in the sense of having an exclusive right than most 
people think. Take the Bell System of telephones, for 
example: although this is often regarded as being an ex- 
clusive monopoly, there are as a matter of fact a number 
of independents in the business. There is a big inde- 
pendent in Philadelphia and a number of others else- 
where. Indeed, there are more than 4,000,000 telephones 
in this country that are outside the Bell System. 

Nor are the electric utilities having it quite all their 
own way from the standpoint of exclusive right. In 
many communities private companies have been dis- 
placed by the municipally owned. Then there is the 
competition which the Government is giving private 
interests in the Tennessee Valley and elsewhere. Finally, 
there is often considerable competition between one type 
of utility service and another. In many homes elec- 
tricity and gas are competitors for purposes of refrigera- 
tion, cooking and the operation of small heating devices. 

Yet, in the face of obvious facts to the contrary the 
politicians continue to persecute all kinds of utilities on 
the grounds of monopoly, size and an over-concentration 
of power. The holding company must go, they say, and, 
while it is admitted that some of these companies are 
over-extended and have too-involved a capitalization, 
their blanket abolishment can only mean a further loss 
to those who have invested their money in both holding 
and operating companies and without any material gain 
to the consumer. 


Monopolies of Product 


Let us glance now at the so-called “product monopo- 
lies.” Probably the first of these to come to mind will 
be aluminum, the only original source of 
which in this country is the Aluminum Co. 
of America. But although this company 
has been charged time and time again with 
being an illegal monopoly under the anti- 
trust laws, it is not a true monopoly, for 
this would imply (1) that the Aluminum 
Co. could prevent anyone else from en- 
gaging in the business and (2) that it pos- 
sessed complete freedom to fix the price of 
the metal, aluminum, wherever it wished. 
In actuality neither of these conditions can 
be met. There is nothing to prevent the 
formation of a new company to produce 
aluminum. While this has not been done. 
it is because of the huge amount of capital 
that would be needed and because prospec- 
tive returns are not particularly promising. 
As for being able to charge exactly what it 
wishes, the Aluminum Co. of America has 
quite limited powers in this respect. In 
the first place, scrap aluminum is an im- 
portant factor. In the second, for almost 
every use of aluminum there are substitute 
metals. Copper competes with it in elec- 
trical applications: magnesium, such as is 
manufactured by Dow Chemical, is alloyed 
to replace it in some instances where ex- 
treme lightness is required. Aluminum 
paint obtains a market in the face of the 
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keenest competition from red lead and other painting 
pigments. For certain applications it must compete with 
steel and other alloys which are so strong that their 
mass may be cut down and in this way the alloy be. 
come a rival of aluminum in the matter of lightness. 

The International Nickel Co. of Canada affords an- 
other illustration of a product monopoly, but fortunately 
for the comfort of American investors therein, it is not 
subject to the same charges that beset domestic organi- 
zations of a similar type. Other examples of a product 
monopoly in this country include the two big sulphur 
companies, Freeport Sulphur and Texas Gulf Sulphur. 
Climax Molybdenum might be cited also, for it is gen- 
erally credited with producing some 75% of the world’s 
supply of the metal from which it derives its name. 

Here again, however, the monopoly is much more 
apparent than real. The price of the free sulphur which 
is derived from the domes of the south has a very firm 
ceiling in that, as soon as the price is raised beyond a 
certain point, manufacturers of sulphuric acid will turn 
to the use of pyrites ore instead of sulphur. As for 
molybdenum, many of the properties possessed by a steel 
alloyed with this metal may be obtained by substituting 
other of the rarer metals in various combinations. 

In passing, note might be taken of the many product 
monopolies which are authorized by law and custom. 
These are the countless monopolies which rest on patent 
rights. The du Pont Company enjoys many monopolies 
of this type, of which “Cellophane” and synthetic rubber 
might be cited as two examples. Much of the business 
equipment in general use falls into the same category: 
so do all kinds of motors, machine tools and a myriad 
other things. In referring to practices which he said 
ought to be ended the President in his last speech in- 
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cuded: “the use of patent laws to enable larger cor- 
porations to maintain high prices and withhold from the 
public the advantages and progress of science.” We 
have no doubt that instances may be found where pat- 
ents have been bought up and forgotten by the buyers, 
but we wonder how general this practice has been and 
would like to have specific names and cases cited, to- 
gether with definite proposals to amend the law which 
would not at the same time weaken the chances of a 
legitimate inventor obtaining the fruits of his brains. 


Monopoly of Price 


So far this discussion has been confined to industries 
and companies which in some degree are factually 
monopolistic. Much of the recent political excoriation 
of monopoly, however, has dealt with practices rather 
than factual monopolies. The President made mention 
of price rigging and collusive bidding in defiance of the 
spirit of the anti-trust laws by methods which baffle 
prosecution under the present statutes.” The attack on 
prices, Which has been amplified by other Government 
officials, apparently centers on steel and building mate- 
rials. 

It does seem strange on the face of it that when a 
Federal Department opens, say, half-a-dozen sealed bids 
all should be identical. Really, however, it is not il- 
logical and considerably less to be deplored than one 
might think at first sight. 

A great many materials today are completely stand- 
ardized. Indeed, it is quite possible that what small 
differences might normally exist between the product 
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of one company and the product of another would be fur- 
ther lessened by the rigid specifications provided by the 
department of the Government doing the buying. Hence, 
it may be assumed that a steel sheet manufactured by 
United States Steel to certain specifications will be iden- 
tical to one made by Bethlehem Steel to the same speci- 
fications. So with cement, bricks, lumber and many 
other things, the product of one bidder will be the same 
as the other. 

Now, if it is assumed that all those who seek the Gov- 
ernment’s business are strong organizations whose plants 
are not operating at a reasonably high rate of activity 
one has a situation where each will meet the lower bid 
of some competitor within almost any limits. Nor will 
possible differences in cost alter the situation, for it is an 
insoluble problem for any large corporation to tell exact- 
ly what its cost would be on any particular order. 
Hence, without some means of determining a uniform 
selling price, there would result a condition of competi- 
tive anarchy which at one time under N R A it was the 
Government’s purpose to stamp out. 

The real test of crime or its absence appears to be 
whether the uniform prices are indeed reasonable and 
economic ones. In this connection the recent report 
made by Assistant Secretary Charles Edison to the 
President was extremely pertinent. The Assistant Sec- 
retary said that the Navy had been paying fair prices 
for construction steel, in some cases the prices being 
lower than the Government’s “theoretical estimates.” 
He added that the estimates had been checked by Gov- 
ernment officials who had been given access to the books 
of a friendly steel company. 

The manner in which extremely keen com- 
petition between a number of strong units 
leads to uniform prices when one might 
imagine that quite the reverse would be true is 
seen in many lines other than those raw ma- 
terials on which the Government has been 
asking bids. It may be seen in the case of 
cigarettes, for example. The popular market 
is dominated by four brands. If the price of 
one were raised, one may be quite certain that 
the other makers would follow suit: similarly, 
when the price of one is lowered, the price of 
all are lowered. Nor could it very well be 
otherwise, for a retail price advantage in the 
case of one brand (if maintained for an) 
length of time) probably would far offset any 
goodwill which the others might be able to 
hold on account of flavor, taste or other quali- 
ties stressed in advertising. 

It is for the same reason that the price of 
petroleum products within any given district 
tend to be uniform: prices for grocery staples 
show the same tendency, as indeed do all 
thing manufactured and distributed on a large 
scale by great organizations. The sporadic 
price wars which New York City has lately 
experienced in the matter of liquors further 
illustrates the point. 

One is justified in concluding, therefore, 
that while a monopoly is likely to result in 
uniform prices, uniform prices do not of them- 
selves mean mono- (Please turn to page 538) 
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Meexieo Still Goes Left 


Division of Land Program and Radical Labor Policy 
Jeopardize Investments of American Companies 


BY 


{ drift toward the left in Mexican politics went on 
unabated during 1937. The Cardenas administration 
continued loyally to support the Six Year Plan which 
the President has pledged himself to push to completion 
before 1940 when his term ends. Reform measures, which 
formerly affected primarily agriculture through the em- 
phasis on allotment of land to the landless by expro- 
priating the properties of the large estates, have been 
expanded and supplemented by new laws to apply to 
commerce and industry. 

At the beginning of the year the country was enjoy- 
ing an encouraging economic recovery, and there seemed 
to be no serious clouds on the horizon for the socializa- 
tion program. The division of lands has since continued 
at a rapid rate though demands for land, now that the 
program is to affect all the landless and not merely 
the dissolved Indian villages and other villages created 
to profit by the law, have grown even faster. The 


CHESTER LLOYD JONES 


expropriations in the Laguna cotton district, reaching 
some 500,000 acres and adding a collective farming phase 
to the previous ejido* program at the end of 1935, have 
been followed by similar takings in the republic’s second 
cotton area south of the California boundary, and in 
October in the Yaqui river valley where American inter- 
ests had developed important irrigation projects. Hene- 
quen properties in Yucatan are now to feel the pressure 
of the “division” program. 

For the Laguna lands no payments have been made. 
The expropriations in Lower California were carried 
through, though the administration admitted that the 
development company had more than complied with 
the conditions laid down in its contract with the gov- 
ernment. In the Yaqui valley, owners whose lands were 
expropriated were “compensated” by being assigned an 
acre and a half of undeveloped land for each acre taken. 

Labor also made advances. Not much progress was 

attempted under a decision of the supreme court 





Some Leading American Companies with a 


Stake in Mexico 


Anaconda Copper. . 


Greene Cananea, 99% owned, earned the equivalent of $3.39 
_a@ share on 500,000 shaves in the first nine months of last year. 


which assures workers the right to use the plants 
and machinery of manufacturers when they need 
them. Railroad labor has continued under the 
rules laid down by the government at the time 
when the labor interests lost the strike of 19365, 
but in June, 1937, the government “nationalized” 





tributed 12% of 





American & Foreign Power M 


pany’s gross revenues in 1936. 


the National Railways and it is now proposed 





American Metal Co 


tment. 


... Controls smelters, mines and claims in Mexico, representing 


to turn over their operations to the Railway 








American Smelting & Refining... .. 





... A number of Mexican subsidiaries. Mines and smelts various 


metals; mines coal and manufactures coke; exploits agricul- 
tural lands. , es 











Consolidated Oil... . 


.Is a producer of oil and gas in Mexi Has considerable un- 
developed acreage. Also does some marketing in that 
country. 












Du Pont de Nemours... _ 


Owns 50% of the Compania Mexicana de Explosivos S. A., 
whose annual capacity is 6,000,000 pounds of dynamite. 
A subsidiary also does an extensive import business. 











Hercules Powder... 
Howe Sound........... 


ae al Telephone & T | gi h 


. Owns the other 50% of the Compania Mexicana de Explo- 
sivos. 

.Extensive lead, silver and zinc mining operations in Northern 
Mexico. 








Mexican Teleph & Telegraph Co. is no longer considered 


















Seaboard Oi! of Delaware... 
Southern Pacific........ 
Standard Oil of California. i : a8 


Standard Oil (New Jersey). . 


U. S. Smeiting & Refining 


a subsidiary, although I. T. & T.'s direct and indirect invest- 
ment is considerable. 





i _.Leased Mexican acreage is large. 


.. App 
barrels. 


Successor to Mexican Seaboard Oil. Hol substantial oil 
acreage in Mexico. -_ : 

A $54,000,000 investment in Southern Pacific ‘Railroad of 
Mexico; operated separately. *: a 
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in 1935 was 6,800,000 
at Tampico. Important 





Large proportion refined 
in Mexico. 








...Company’s Mexican mines are one of the world’s most im- 


portant producers of silver. 









Union. 

On the petroleum front the labor interests 
continued controversies with the operating com- 
panies for increases in wages which would 
amount, so the government states, to 26,000,000 
pesos a year. The companies declare they would 
total 40,000,000 and make continued operation 
impossible. The labor groups felt aggrieved when 
required to continue work until a government 
commission could investigate and report, but on 
December 18th a decision was made favorable 
to them. The final settlement in the courts is 
not expected until sometime in the spring of 
1938. Against the claims for increased wages 
the British and American interests have taken 
a common stand. Meanwhile, on November 4, 





* The ejido program involves establishment of semi-communal 
villages on lands expropriated from larger private holdings. 
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the government has ordered “na- 
tionalization” of the subsoil 
rights on some 350,000 acres of 
oil lands held under lease by the 
‘Standard Oil Company of Cali- 
fornia and affiliates, and appar- 
ently seeks to split the opposi- 
tion of the petroleum interests 
by concessions of extensive areas 
on favorable terms to the Roval 
Dutch Shell interests in south- 
ern Mexico. 

The Confederation of Mexi- 
can Workers, the C.T.M., now 
under the able leadership of 
Lombardo Toledano, has in any 
case the law of November 3, 
1936, authorizing taking of pri- 
vate property for the social pro- 
gram, to fall back upon, and a 
decision of the supreme court 
barring all company unions. 
With these as campaign material 
the controversy with the oil com- 
panies may be indefinitely con- 
tinued and become perhaps the 
first major test of the willingness 
|of the Cardenas government to follow the labor lead 
in the program for the nationalization of industry. 

Already strikes have been declared in a number of 
mining areas to speed the oil decision. One hour sit 
downs and threats of general strikes have been used to 
bolster demands on the American Smelting and Refin- 
ing Co. for a collective contract and wage increases, 
negotiations concerning which are still in progress. 

But not all the developments through the year have 


Wide World 
President Cardenas as he delivered his annual message to the Chamber of Deputies. 





Higher Tariff to Finance Socialization 


Since Mr. Jones wrote this article Mexico has an- 
nounced that she had increased the tariffs levied 
on imports and that on a long list of goods normally 
supplied by the United States the new duties would 
run from 33 1/3% to 500%. Moreover, the new 
rates were made effective retroactively to Decem- 
ber 31, thus making shipments already in transit 
subject to the increases. Coming less than two 
weeks after the announcement that the United 
States would buy 5,000,000 ounces of newly-mined 
Mexican silver a month, together with certain silver 
reserves, this country has real grounds for feeling 
resentful. Particularly is this so as the new tariffs 
appear to discriminate against the United States in 
favor of Germany and others. The official ex- 
planation of the changed policy is that it is designed 
to protect the Mexican currency and Finance Min- 
ister Suarez optimistically hopes that there will be 
no retaliatory measures. Mr. Jones points out in his 
article that Mexico might well have trouble financ- 
ing the land program unless the pressure against 
commerce and industry were eased. Apparently, 
however, there is to be no turning back anywhere. 


Editor. 
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been favorable to the reform program. Even with the 
speeding up of the taking of lands, President Cardenas 
announced on return from his recent visit to Yucatan 
that the distribution program was only thirty per cent 
complete. While pushing the program to completion 
need not compromise the finances of the government 
directly so long as the present policy of taking the pro- 
perties without making payment can be followed, it does, 
nevertheless, indirectly compromise the treasury position. 
Taking lands is only the first step. If they are merely 
turned over to the Indians, crop yields from them 
decline. The ejido and collective farming projects must 
be financed by money for such items as seed and 
machinery. 

Private capital has not been attracted by ventures 
in this line. The government has had to find the money, 
and the demands increase as the reform grows. The 
ejido banks have had to carry a large load to give this 
service. The Laguna project alone took 35,000,000 pesos 
for machinery and equipment plus advances to the 
collectivists from seed time to harvest. The 1937 cotton 
crop was only thirty to forty per cent of that of the 
previous year and cotton prices were low so the govern- 
ment has had to peg the price of domestic cotton between 
fourteen and sixteen cents to try to balance the Laguna 
books. 

Other sources of income have not yielded as well as 
expected. Since January, 1937, the tariffs have been 
increased twenty-five per cent, a move in accord with 
the nationalist program, but one which disappointed 
hopes of income sufficient to meet rising expenditures, 
though collections have been at a peak. 

What to do becomes a problem. Cardenas does not 
want to slow down the land program, indeed it is a 
question whether he could if he should wish it. Two 
groups have developed as to government policy. One is 
in favor of going ahead on the (Please turn to page 542) 
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Inflation’s Fuse Awaits the Match 


We Must Have Early Business Recovery—or Else— 


BY C. R. BOSTWICK 


T: MARCH an army across the borders of another nation 
is an act of war, but there is really no war until someone 
gets hurt. So with inflation: every time the Government 
spends a dollar over and above its revenues it is an infla- 
tionary act: likewise, every issuance of a silver certificate 
whose face value is more than the metal behind it. The 
devaluation of the dollar in terms of gold was an infla- 
tionary act. So are the activities of the Reconstruction 
Finance Corp. and the activities of the Home Owners’ 
Loan Corp. But for there to be inflation itself a marked 
effect upon the general price level must take place and, 
by this standard, we have had very little relative to the 
scope of the inflationary actions that have been taken. 

It is important to make this distinction, for the wide- 
spread failure to do so is the cause of a general com- 
placency. Ever since 1933 this country has been doing 
things for which economists have predicted certain re- 
sults. So far the predicted results have not material- 
ized; although this is not to say that they will not. 
Some will recall a wartime cartoon by Bruce Bairns- 
father which showed a soldier astride a big shell which 
he was gently tapping with a hammer and cold chisel 
with the object of removing the nose-cap for a souvenir. 
A very blasé companion standing alongside remarks: 
“Give it a good ’ard ’un, Bert!” 

Now that the business recession has developed there 
are many advocating “a good ‘ard ’un” in the way of 


an inflationary shot in the arm of the economic struc- 
ture. Moreover, we are quite likely to get it. If so, it 
will come on top of a lot of other “shots” that have not 
had time to react properly yet. 

Whether this really will happen and, if it does, how 
drastic the action will be, depends almost entirely on 
the course of business over the next few months. Should 
the present downward trend of trade and industry be 
reversed rapidly, Washington may be expected to hold 
its hand. If trade and industry do not improve, then 
desperation will force the hand of politics and we shall 
see more inflationary action taken; again and again in 
one form or another until there 7s improvement. 

One may be equally sure, however, that it is not cur- 
rency inflation that we face. Mr. Roosevelt is not going 
to use the power which he possesses to issue three billion 
dollars in greenbacks at least until the possibilities of 
orthodox methods have been exhausted. First one may 
expect to see more pump-priming. There may be a vig- 
orous resumption of borrowing money, mostly from the 
banks, with which to pay for the extravagances of 
W P A and bigger and better relief appropriations. And 
this borrowing, despite the fact that the cash balancing 
of the budget has been seen in high quarters (if the 
receipts on account of the Social Security taxes are 
included). The present Administration has long 
been exaggerating its revenues and minimizing ils ex- 





Wide World Photos 
L. to R.: Jesse Jones, Chairman Reconstruction Finance Commission; Marriner Eccles, Chairman Federal Reserve Board; Henry 


Morgenthau, Jr., Secretary of Treasury. 
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Key men in government credit. 
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; penses and if a realistic attitude is taken there is little, if 
any, chance of a cash-balanced budget within the near 





future. 


In addition to a substantial volume of deficit financing 
it will hardly be surprising if the Government resorts 
again, and on a larger scale, to the “contingent liability” 
system which was employed by the Home Owners’ Loan 
Corp. In other words, the Reconstruction Finance Corp. 
and possibly other yet-to-be-created agencies might issue 
their own obligations which the Government could guar- 
antee. This has a number of advantages and a certain 
plausibility. Among the advantages (from the Admin- 
istration’s standpoint) is that such securities do not 
appear as part of the Federal debt and therefore do not 
add their force to the disagreeable comparison between 
the state today of the Federal Government’s finances 
and the infinitely better condition which prevailed prior 
to Mr. Roosevelt’s first term of office. 

All this talk of a strike of capital is utter nonsense, 
of course, but those who propound the theory, together 
with those who are gullible enough to believe them, find 
in proposals that Federal agencies issue their own bonds 
with a Government guarantee something which fits in 
with their ideas. The argument runs along these lines: 
the ABC railroad needs rolling stock and the XYZ util- 
itv needs additional generating facilities, but they cannot 
be bought because striking capital will not go to work. 
The strike, which is nothing more than popular fear and 
uncertainty, would, however, be broken were the Govern- 
ment to guarantee the investment in rolling stock and 
generating facilities and what possible harm can there be 
in a course which merely induces private capital to do 
something which normally it would be doing anyway? 

As has been said, this has a certain plausibility. If one 
could be sure that the Government’s guarantee would 
be the means of taking true savings, otherwise sterile, 
and putting them to work constructively, there would 
be nothing wrong with it. Actually, however, there is no 
reason to think that bonds issued for rolling stock and 
generating facilities—even assuming the need to be as 
urgent as some suppose—would be any different from 
the Federal bonds from which W P A might derive funds 
with which to build a tunnel under the Hudson River. 
Such bonds would be taken by the banks and a credit 
set up in favor of the Treasury on the books. As cheques 
were drawn in payment for tunnel materials and labor 
they would be re-deposited by contractors and suppliers, 
thereby greatly augmenting the supply 
of bank money. And this, of course, is 
an inflationary action as it has always 
been. 

Having established the likelihood of 
inflationary action and made mention of 
the direction which it is most likely to 
take, let us return to the point with 
which this discussion opened. If infla- 
tionary action and inflation itself are by 
ho means one and the same thing, how 
long after several good, strong doses of 
the former is the latter likely to appear? 
While an economic chain of events can 
often be predicted with a high degree 
of accuracy, there is nothing more diffi- 
cult than the timing of cause and effect. 


7.3 


1931 


The present situation is in no way exceptional and it 
would be a brave man indeed who would go on record 
as to the moment when inflation is to strike. One may 
venture to point out, however, some of the developments 
which must occur as preliminaries to the eruption. 

Prior to an inflation, which may at this point be de- 
fined as runaway prices resulting from an abnormal 
increase in either money or credit, there must first of 
all be a stage of business improvement, superficially 
appearing quite normal and reasonable. All the nations, 
Germany, France, Italy and the others which went 
through an inflation following the Great War had this 
experience. There is a logical reason why it should be 
so, for prices can hardly run away while there are huge 
stocks of goods on hand and a country’s facilities for 
production are operating far below their full capacity. 
Hence, before there can be an inflation all this slack 
must be taken up and conditions generally must be 
such as to favor a seller’s market rather than a buyer’s 
market. 

On the surface we came very close to this in the fall 
of 1936 and the spring of 1937. Those—and there were 
many—who misinterpreted the situation as being the 
real thing failed to give due weight to the many defla- 
tionary forces that had been brought into play. They 
failed, for example, to consider the Social Security taxes 
which, with nothing being paid out in benefits, tended 
to offset the effects of Government spending in other 
directions. Then, of course, there was the increase in the 
banks’ reserve requirements, the raising of margins for 
the purchase of securities, and the steriliza- 
tion of gold imports which prevented such 
imports from entering the country’s mone- 
tary Finally, and perhaps 
most important of. all, the 
Administration’s continued perse- 
cution of business in gen- 
eral. In Germany today 
(Please turn to 

page 539) 
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Fairbanks. Morse= 
A Stake in Diesel Power 


Broad Equipment Line 


Enhances Company's Earnings Prospect 


BY STANLEY DEVLIN 


j= name “Fairbanks”—one of the oldest in American 
industry—has long been identified with weighing scales, 
and justly so for Fairbanks, Morse & Co. is one of the 
foremost manufacturers of all tvpes of weighing appa- 
ratus in the United States. The original Fairbanks 
organization dates back to 1830 when a company of that 
name was formed in the town of St. Johnsbury, Ver- 
mont, for the manufacture of scales. However, like so 
many companies rooted in the early years of the Ameri- 
can industrial era, the passage of time has wrought 
many changes in the nature of its business. Mergers, 
consolidations and the development of new products 
have so enlarged the scope of the company’s activities 
that at the present time the scale division, if not over- 
shadowed, is at least a subordinate phase. 
' Today Fairbanks, Morse is predominantly a manu- 
facturer of internal combustion engines, diesel engines 
and electric motors. Other products include electric 
generators and magnetos, pumps and auxiliary pump 
equipment, railroad equipment and supplies and farm 
and household appliances. In most of these fields the 
company, to be sure, is outranked by various large 
organizations such as General Electric, for example. Yet 
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far from being a so-called “marginal” enterprisé, Fair. 
banks, Morse, by virtue of its established reputation 


and prestige has something more than a finger in af 


number of important industrial pies. 

In one field particularly, the company ranks well up 
with the leaders. That is in the development and manv- 
facture of diesel engines. For this reason, plus the fact 
that the manufacture of diesel engines may well develop 
into one of the fastest growing industries over the next 
several years, the subject of diesel engines naturally 
commands the major share of attention in an analytical 
discussion of Fairbanks, Morse. 

Unlike the gasoline motor which requires an electric 
spark to ignite the charge, the piston of the diesel com- 
presses air; this generates a great amount of heat and, 
with the piston close to the top of its stroke, there is 
injected into the superheated compressed air, a vapor- 
ized charge of oil which is ignited. 

The greatest selling point for the diesel engine is its 
rugged economy, not only because of its greater thermal 
efficiency and relatively small consumption of fuel but 
also because its fuel, similar to furnace oil, is much less 
expensive than gasoline. 

The diesel engine is not a recent invention but it has 
only been of late years that it has given promise of 
attaining major industrial stature. For some years, the 
application of diesel engines was circumscribed by their 
great size and weight, which averaged about 200 pounds 
per horse-power. Through research and_ refinements, 
however, it has been possible to effect a considerable 
reduction in unit weight and at the present time 
small diesels are available which weigh no more than 
the average gasoline motor suitable for the same type 
of installation. Diesel speed has also been appreciably 
stepped up. Lighter and speedier, the engine has become 
adaptable to many uses which previously were closed 
to it. 

The resulting impetus given to diesel sales has been 
tremendous. In 1928, the pre-depression peak of sales 
totaled about 450,000 horse-power. In 1932 sales dropped 
to about 100,000 horse-power. But by 1934 sales at- 
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tained a new peak—754,000 horse-power—and have in- 
creased with marked rapidity in each subsequent year. 
According to Diesel Power, the industry in 1937 broke 
all previous records with total sales amounting to 2,075,- 
379 horse-power, which compared with 1,829,820 horse- 
power in 1936, an increase of 13 per cent. While the rate 
of gain shown in 1937 was much less than in the two 
previous years, the showing of the industry was a very 
creditable one made in the face of the sharp recession 
in business which hit diesel sales in the final quarter. 
Otherwise the gain in sales last year would have been 
at least 20 per cent. 

Of particular interest is the following break-down of 


€ 


diesel sales for 1937: 


Stationary power plants 359,654 hp. 


Marine 161,687 hp. 
Tractor 952,200 hp. 
Trucks and buses 215,780 hp. 
Railroads 63,500 hp. 


106,840 hp. 
215,718 hp. 


Contractors’ equipment 
Unclassified 


Tractors, the largest single outlet, registered the best 
gain last year, reflecting the increasing use of diesel 
power for tractors on farms and in industrial operations. 
Caterpillar Tractor is the largest manufacturer of diesel 
engines, with about 85 per cent of its output being in- 
stalled in the company’s tractor units. Stationary instal- 
lations last year were practically on a par with 1936. 
A gain last year in truck and bus installations was con- 
tributed mainly by the increased use of diesel power in 
buses. Marine sales dropped in 1937. 

In unit sales, diesel motors of less than 100 horse- 
power accounted for the major portion of the total— 
20,435 out of a total of 24,961 units. Within this clas- 
sification fall most of the tractor motors and small 
power units. The largest percentage gain last year was 
recorded by the 400-999 horse-power classification which 
totaled 343 units as compared with 163 in 1936. This 
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A Fairbanks, Morse Diesel installation in the Municipal Generating Station, Burlington, Kansas. 




















increase reflects the mcreasing use of diesels in industrial 
and utility installations. Last year only 39 units of more 
than 1,000 horse-power were sold, as compared with 69 
in 1937. The decline is attributed to curtailed Gov- 
ernment purchases. 

The Fairbanks, Morse line of diesel engines is an ex- 
tensive one ranging in size from 10 to 1,400 horse-power 
for marine purposes, and around two score of sizes for 
stationary installation suitable for any purpose except 
the largest type of power stations. The company also 
manufactures a line of auxiliary diesels upwards of 10 
horse-power, semi-diesels and gas engines for use in oil 
fields. and diesels for installation in power shovels and 
excavators. In the main the company’s principal outlet 
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is provided by marine, municipal and industrial instal- 
lations. In fact the company has more or less concen- 
trated its efforts in cultivating the marine market. 
Fairbanks, Morse diesels are in use by numerous fishing 
fleets, tugs, lighters, dredges, etc., as well as submarines 
and other vessels of the U. S. Navy. In the municipal 
field, the company’s diesels are used for lighting and 
water plants, pumping stations, sewage disposal plants 
and irrigation and drainage systems. Industrial instal- 
lations include mines and oil fields, flour mills, cotton 
gins and refrigerating plants. 

Specializing in marine installations, Fairbanks, Morse 
is vitally interested in the plans which have been pro- 
jected for enlarging both the Navy and the mercantile 
marine. Such plans have really gotten beyond the “blue- 
print” stage and it is virtually certain that shipbuilding 
activity in 1938 will be on a scale larger than at any time 
since the World War. 

The United States is the world’s leading export nation 
and is second only to Great Britain as an importing 
nation. Yet only a relatively small portion of the goods 
involved in this huge interchange of trade is transported 
in American bottoms. Last year, despite the fact that 
shipbuilding was more active than it had been in many 
years, the United States laid the keels for only 87 new 
vessels and ranked fourth among the leading nations of 
the world. Great Britain was first with 264 vessels. 

If the recommendations of the Maritime Commission 
are carried out, between 20 and 43 merchant ships will 
be constructed between 1938 and 1942. The keels for 
at least 14 will be laid this year. If negotiations now 
pending with shipping lines are terminated satisfactorily 
by long term agreements, the authorized number of new 
vessels may be increased to 63. 

The recommendations of the Navy Department call 
for a long term construction program involving 237,000 
tons of new construction and covering a wide range of 
fighting ships. Recently President Roosevelt has inti- 
mated that he may recommend an even more exten- 
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sive program, greatly increasing U. S. naval strength, 

The report of Mr. Joseph P. Kennedy, as head of the 
Maritime Commission, stated that if the United States 
merchant marine did no more than keep ahead of obso- 
lescence, it would require a shipbuilding program of 
$500,000,000 for the next five years. Whether or not this 
figure is reached, everything would seem to point to 
greatly increased activity in shipbuilding—and_ ship. 
building will most certainly mean a greatly increased 
demand for diesel power. Potentially, diesel installations 
for marine use over the next several years may attain 
400,000 horse-power or better annually. This would be 
more than double the marine installations for 1937. 

Of course, any attempt to evaluate this potential de- 
mand for marine diesels in terms of Fairbanks, Morse’s 
prospects would be sheer guesswork. The fact remains, 
however, that the company has entrenched itself in a 
strong competitive position in this division of the diesel 
industry and the assumption that it will be able to obtain 
a full share of this potential business is at least a valid 
speculative factor. 

There is no apparent reason, in fact, why such an 
assumption could not be broadened to include all types 
of diesel installations. Granting that the diesel motor 
has the makings of a dynamic industry, there still re- 
main several obstacles to be overcome before the poten- 
tialities of the industry may be realized in substantial 
measure. Notwithstanding the substantial gains made 
in the sale of diesel power in recent years, production is 
still on a relatively low-scale basis, with the result that 
prices, necessitously high, act to restrict the growth of 
the industry. Prices, of course, vary widely depending 
upon the type of motor but on the average they are as 
much as three times as high per horse-power as gasoline 
engines. In many types of installations, the greater 
economy of the diesel is not sufficient to offset the high 
initial cost. In industrial and utility installations the 
diesel must compete with steam and electric power and 
to increase the effectiveness of its competitive position 
it will be necessary to attain an 
initial cost, which in conjunc- 
tion with the savings in fuel 
consumption will give the diesel 
a strong “pocketbook” advan- 
tage. The greatest opportunities 
for large scale production are, of 
course, afforded by the smaller 


* type diesels, under 100 horse- 
" power, but the development of 
" ; improved manufacturing tech- 


nique and rising demand would 
be equally effective in lowering 
price of heavier units. It is cer- 
tain that an important portion 
of potential marine, automotive 


and stationary _ installations 
would then become sales. 
The diesel engine is Fair- 


banks, Morse’s stake in a highly 
promising industry but no dis- 
cussion of the company would be 
complete without consideration 
of its older divisions. 

(Please turn to page 540) 





marine diesel. 
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Annual Dividend Foreeast 


Part I. 


Public Utilities, Steels, Oils, 


Metals, Machinery, Electrical, Agricul- 


tural, Railway and Business Equipment 





= changes are likely 
to be numerous in the months 
to come. This is not strange 
when one considers the broad 
differences in the industrial 
picture between now and a 
year ago. In the fore part of 
1937 business was near the 
peak in the recovery move- 


ment and, while it was con- 


med over mounting I: 

ce ounting labor uepustny 

costs and taxes, volume was aA Active, further progress indi- 
cated. 


high and earnings substantial. 
Since then activity has dropped 
precipitously in some indus- ¢ 
tries and whereas prospects in- 
dicate general improvement as 
the year advances, consider- 


B— Active, further progress may 
slow. 
Depressed, prospect for re- 
covery favorable. 


D— Depressed, no nearby im- 
provement indicated. 


Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 


increases will be few in nearby 
months. 

Under such circumstances 
the outlook for dividends is of 
more than ordinary impor- 
tance to investors, and it is 
hoped that this year’s Divi- 
dend Forecast will be of special 
value. 

Part I covering Public Utili- 
ties, Steels, Oils, Metals, Ma-~ 
chinery, and the various equip- 


The 


COMPANY 
1—Good earning power; sub- 





stantial gains indicated. = rnents appears in this issue. 
2—Improvement i i ’ : : is 

pected. * Part II dealing with Movies, 
3—Gain jin earning power may Liquors, Motors and Motor 

Me Pigg Accessories, Foods, Tobacco. 
4—Earnings outlook unfavor- : f . 

able. and Chemicals will be in the 


issue of February 12. Part III 





able uncertainty will doubt- 

less mark the first quarter and perhaps the second. 
With profits well under last year in many companies, 

no little conservatism regarding dividends may prevail. 

While many companies in industries enjoying more or less 

sustained volume will no doubt maintain present rates, 


covering the Railroads, Avia-. 
tion, Building, Merchandising and Miscellaneous Special- 
ties will be published in the issue of February 26. 

The tables and comments comprising this feature are. 
accompanied by our investment ratings which are ex- 
plained in the table on this page. 





Utility Outlook: 


Cloudy 


and Colder 


Major Factors Are Lower Sales, Supreme Court, Roosevelt Policy 


a the present outlook for the public utilities there are 
three major questions. One question centers upon the 
general business depression and its effect upon revenues 
and earnings of electric and gas utilities. A second ques- 
tion is raised by the changing composition of the 
Supreme Court. The third question is presented by the 
as yet unclarified intentions of the Roosevelt Adminis- 
tration as regards its own power program and the terms 
of peace it is willing to offer to the private utilities. 

This amounts to saying that in virtually every respect 
except residential and commercial consumption of elec- 
tricity, the utility prospect for the first half of this year 
appears less hopeful than it did a year ago. Starting 
this year, weekly consumption of electricity was running 
4.7 per cent under the volume of a year ago. The small- 
ness of this decline does not mean that the utilities have 
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been immune to a 30 per cent shrinkage in composite. 
business activity, but merely that the decrease in indus- 
trial load has been partially offset by continuing high 
levels of domestic and commercial consumption. 

Late last summer, before the industrial slump set in,. 
total electric consumption was at a level approximately 
8 per cent higher than a year ago. This expansion of° 
volume made it possible for most of the better situated 
electric utilities to show a moderate improvement in 
arnings, despite lower average rates. In an effort to. 
court public good will and appease political hostility, 
many utilities shaved rates over the past several years 
in the hope that continuing improvement in volume 
would justify such promotional ventures. Now, how- 
ever, the industry is faced with record low rates, higher- 
costs of labor and fuel, and declining volume of sales, 
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It is out of the question that industrial power con- 
sumption during the first half of this year can average 
anywhere near the level of the first half of 1937. While 
other uses will remain at a high level, growth of the 
important domestic market cannot be expected to equal 
that of the first half of last year, since sales of electric 
refrigerators and other household appliances have fallen 
severely under the impact of the business decline. 
One therefore cannot escape the 
conclusion that half-year earnings 
of the majority of the utilities 
will prove materially less favorable 
than was the case a year ago. Due 
to the factor of leverage in capitali- 
zation, earnings of holding com- 
panies will be hardest hit, 1s is usual 
under depression conditicns. From 
this it follows that we riust expect 
tutal dividend distributions by the 
industry to be somewhat smaller 
than during the first half of 1937. 

Moreover, recent developments 
appear to indicate that the holding 
company section of the utility in- 


dustry is fighting a losing legal 
battle against the New Deal. A re- 


cent Supreme Court decision af- 
firmed the right of the Government 
to make loans and grants for the financing of municipal 
power plants which may compete with existing private 
utilities. Since that decision was handed down, Justice 
Sutherland, regarded as a conservative, has availed him- 
self of retirement privileges and the President has ap- 
pointed Solicitor General Stanley Reed. The opportun- 
ity to appoint, at least one, maybe more liberal justices 
will come. 

To be sure, the President is holding conferences with 
various utility leaders for the avowed purpose of at- 
tempting to work out mutually acceptable terms under 
which the New Deal-utility war may be ended. There 
is no doubt that, in the interest of general economic 
recovery, the Administration is anxious to see a revival 
of utility financing and capital facility expansion. But 
little has yet emerged from the President’s conferences to 
indicate either the character or scope of the concessions 
the Government is willing to make, or the precise con- 
cessions it will demand of the holding companies. In con- 
sidering the background of these conferences, we cannot 
overlook the significant fact that the changed and chang- 
ing judicial philosophy of the Supreme Court has weak- 





Courtesy Detroit Edison Co. 


ened the bargaining position of the utilities. So has the 
recent Federal Court decision upholding the T VA. 

Hopes that the Supreme Court may void the Hold. 
ing Company Act of 1935 have been dimmed. While 
the recent decision in the Pacific Gas & Electric case 
hinged on a legal technicality and—contrary to some 
published interpretations—did not in any way reverse 
the Court’s historical attitude regarding valuation of 
utility properties for rate-making 
purposes, neither did it close the 
door to a future change in the 
base for making rates. For forty 
years the rule has been that the legal 
value must be “present value” at the 
time of inquiry into rates, and the 
determination of present value has 
always involved consideration of nu- 
merous factors, with primary em- 
phasis not necessarily placed either 
on original cost or reproduction cost. 
The President has yet to define pub- 
licly the precise rate-making formula 
that he is striving for. It is gener- 
ally assumed to be some variation of 
the “prudent investment” theory. 
Administration pressure against the 
established rule of rate making and 
the prospect of a dominant liberal 
majority on the Supreme Court constitute a major ele- 
ment of uncertainty in the utility picture. 

As this is written it is reported that the President is 
agreeable to three concessions. First, an effort by the 
Government to avoid any further duplication of private 
utility distributing systems. Second, an effort to arrange 
for sale of power from public projects to private utili- 
ties, provided profits arising from such operations are 
passed along to consumers in lower rates. Third, an 
effort by the Administration to help restore investor con- 
fidence in utility operating companies so that junior 
capital for plant expansion may be more readily avail- 
able. Assuming there are no “jokers” in these conces- 
sions, they should be helpful to some extent, but they are 
not sufficiently detailed to clear away the fog of un- 
certainty surrounding the industry. 

It may be argued that the New Deal attack is aimed 
at the holding companies and that sound operating com- 
panies have nothing to fear. One need only look at the 
lowly prices of most operating company stocks to see 
that they have been far from immune to the psycho- 
logical effects of the political war. 





Position of Leading Public Utility Stocks 








Earned Price Range Divs. ais 
per Share 937 Recent Paid Market 
COMPANY 1936 1937 High Low Price 1937 Rating COMMENT 
American & Foreign Pwr.(p)............. 4.51(a) 7.70(a) 1334 2 4 None B-3 Gross and net up, but preferred lati preclude common 





divs. for some time. 














American Gas & Electric.............. . 2.22(b) 2.55(b) 4834 2114 2514 2.10 B-3 Subsidiaries directly controlled. Earnings should hold fairly well. 

American Light & Traction.............. 1.70(b) 1.77(b) 261% 125 12% 1.45 B-3 Company well situated with respect to holding company legisla- 
tion. Divs. secure. 

American Power & Light................ 0.28(b) 0.54(b) 161% 3 5% None B-3 Operating properties widely separated, making company vul- 





nerable to holding company act. 
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Position of Leading Public Utility Stocks—(Continued) 
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Earned Price Range Divs. 
per Share Recent Paid Market 
COMPANY 1936 1937 High Low Price 1937 Rating COMMENT 
ES S| 9.54(b) 10.24(b) 187 140 146% 9.00 B-3 _ Installations now highest in history of system. Dividends secure 
for near term. % 
American Water & Elec. Works......... 1.67(a) 1.38(a) 29% 8 11%, 0.80 B-3 Company has f lated plan to comply with holding company 
act. Divs. well supported. 
Associated Gas & Elec. “A”. .......... Nil(a) Nil(a) 514 1 1% None B-4 Company has suspended interest on convertibles. Outlook 
rather vague. ‘ 
Brooklyn-Manhattan Transit.............. (6)2.41 (6)2.76(pr) 53 7 114%, 2.59 D-4 Divs. suspended last year. Earnings off sharply and may necessi- 
tate omission of preferred payments. 
Brooklyn Union Gas................... 3.26(a) 2.43(a) 52% 151% 1914 2.30 B-3 No early reversal in downward trend of earnings likely. Proposed 
rate increase suspended. 
NNN 5552 o> NOG sas v vleeuis.e ot oe d0.03(9) 0.0119) 5% 1% 2 None B-3 ya sig earnings probably reflect larger returns from petroleum 
ivision. 
Columbia Gas & Electric............... 0.47(a) 0.57(a) 20% 45 8% 0.45 B-3 Company has registered with S. E. C. under Public Utility Act of 
1935. Should be able to conform readily. 
Commonwealth Edison................. 1.57(a) 2.20(a) 33 2014 26 1.5614 B-3 Successful operating unit. Divs. reasonably protected. 
Commonwealth & Southern............. 0.11(b) 0.20(b) 414 1 1%, None B-4 Company is storm center of TVA controversy, outcome of which 
is highly problematical. 
Consolidated Edison................... 2.33 2.10(e) 49% 211% 233%, 2.00 B-3 weet operating utility. Rising costs hit net and may force lower 
ividend. 
Cons. Gas, Elec. Lgt. & Pwr. of Baltimore... 4.54(b)  4.68(b) 8914 60 65% 3.69 B-3 Company has shown outstanding ability to increase earnings and 
reduce rates. Divs. secure. 
Dero Ede... sc. s ee 8.39 7.82 1461 885% 102 6.09 B-3 Lower net last year reflects increased costs. Divs. appear assured. 
Electric Bond & Share.................. 0.17(a) 0.33(a) 281% 5% 9 None B-4 Company vulnerable to holding company legislation. Shares 
highly speculative. 
Electric Power & Light................. 0.64(b) 1.11(b) 26% 6%, 124%, None B-3 Holding « y with operating units widely separated. Divs. 
not in prospect. 
Fedgral Light & Traction............... 2.55(a) 2.26(a) 293% 7% 1014 1.00 B-3 Int diate holding y. Gross up but net cut by higher 
costs, 
nternational Hydro-Electric “A"........ 0.01(a) 2.45{a) 16% 3 6% None B-3 Earnings sharply higher, but dividends still remote. ae 
international Tel. & Tel........ 0.63 1.25(e) 15% 4 634 None B-3 Net shows strong gain. Spanish subsidiary not included in recent 
reports and Shanghai properties are small. 
a Nil(a) 4.18(a) 27% 6 15% None B-3 Lower cost aids net but prospects clouded by rate controversies. 
Louisyille Gas & Elec. “A”... 2.2.2.2... 2.01(c) 1.65(c) 2834 14 17 1.12% B-3 ae perating y. Later likely to be somewhat 
etter. 
National Power & Light................ 1.00(b) 1.32(b) 1434 5 71% 0.60 B-3 Prospects somewhat dubious on basis of company’s status under 
Public Utility Act. Also in TVA area. 
Niagara Hudson Power................ 0.61(a) 0.88(a) 16% 4 8 0.40 B-3 May show close to $1 a share for 1937. Company not affected 
apparently by holding company act. 
PRON PRINBIIGIN 6 occ lisSieesaeeesscss 1.60(a) 2.05 34% 141, 21 1.60 B-3 Company may be able to conform with holding company act, 
without undue difficulty. 
Pacific Gas & Electric.................. 2.51(a) 2.84(a) 38 22 27% 2.00 B-3 Higher costs and taxes have restricted gain in net. A leading 
West Coast operating unit. 
Pacific PghHAs 5c. 6 ssiccesovisccndsseces 4.01(a) 4.50(a) 533%, 34% 38 3.50 B-3 Recent gain in gives substantial support to dividends. 
Peoples Gas, Light & Coke............. 3.21 3.75(e) 65% 22 33% 2.00 B-3 Company has recorded good gains in both gross and net. Further 
dividends likely. 
a he 2.68 2.67 50%, 30% 323%, 2.60 B-3 Restricted net due to high cost indicates possibility of some reduc- 
tion in present dividend. Mi 
So. California Edison................... 2.42 2.30(e) 321% 173%, 22%, 1.62% B-3 Grossstable, but higher taxes and costs cut earnings. Divs. secure. 
Standard Gas & Electric................ d0.99 d(e) 14% 2% 4% None B-4 Company plans to reorganize and may file with S. E. C. Earnings 
sensitive to industrial activity. 
RAMI 2 roe R os eA Sead det 0.19 0.22 8% 2 3%, 0.20 B-3 Cone plans to register with S.E. C. Asset value $8.55 a share 
12/31/37. 
ec. TEE EET 0.28(b) 0.18(b) 135% 3 4% None B-3 Gross gains sharply but lower net due to higher reserves and taxes. 
United Gas Improvement............... 1.09(a) 1.13(a) 17 9 103%, 1.00 B-3 Earnings may show some decline over near term. Any reduction 
in div. likely to be moderate. 
United Light & Power "A".............. 0.33(b) 0.40(b) 1134 1% 23%, None B-3 C y's ting properties are far-flung suggesting vulner- 
ability to holding company act. 
Utilities Power & Light *A"............. d2.61 d(e) 4% %,y 1 None B-4 Proposed r ization likely to be long drawn out process. 
oe ECT ET 6.02(11) 2.79(11) 831% 2214 26%, 2.25 B-4 Dividends deferred as higher costs take heavy toll of net. 








(a)—12 mos. to Sept. 30. (b)—12mos. to Nov. 30. (c)—12 mos. to Oct. 31. (e)—Estimated. (p)—1st preferred shares. (pr}—Preferred stocks. (6)— 
(9)—9 mos. to Sept. 30. 


6 mos. to Nov. 30. 


(11)—11 mos. to Nov. 30. 















Gradual 


Reeovery 


in Steel 


Half-Year Dividend Outlook Generally Unfavorable 


Eu depression and relatively slow recovery are char- 
acteristic of the steel industry. Last spring steel was 
being produced at record high volume. By December 
the operating rate had fallen to a level not significantly 
above the average of 1932—from exultant boom to acute 
depression in much less than a year. Never in the his- 
tory of steel has there been a deflation to equal the speed 
of this one. In less than eight months, output declined 
70 per cent. In 1929 the drop was 45 per cent between 
May and December. In the 1920-1921 depression the 
decline in steel volume was 75 per cent but it was spread 
over a period of fifteen months. 

In many respects the 1937 boom-depression in steel 
bears a striking resemblance to the steel cycle of 1920- 
1921. Following the period of post-war hesitation, there 
was a fast advance in business volume and in commodity 
prices. The causative factors were accumulated demand 
for peace-time goods, shortages in some goods and in 
housing, fear of scarcity resulting from widespread labor 
troubles, a resultant wave of commodity speculation and 
large scale forward buying. Serious labor troubles were 
present in the coal industry and in the railroad picture— 
in short, involving the one commodity and the one ser- 
vice most indispensable to continued operation of in- 
dustry. Stoppages of production by strikes, threats of 
strikes, rising wage rates and higher prices for coal and 
steel brought a concentrated rush of steel buyers into 
the market. 

All of this sounds like a history of the recent past in 
steel. It was not until the second half of 1936 that 
recovery in demand for durable goods attained propor- 
tions spelling incipient prosperity for the industry as a 
whole, although companies predominantly interested in 
light steels had approached capac- 
itv some time previously. Pent-up 
demand deferred during the long 
vears of depression was at last 
spilling out into the steel market. 
The closing months of 1936 and 
the early months of 1937 brought 
successive increases in steel wages 
and steel prices. There was a major 
and hard-fought strike against 
leading independent makers of 
steel. There were major strikes 
also in the motor industry and in 
various other fields, and threat of 
possible strikes involving bitumi- 
nous coal. Both because of the 
aggressive character of the C.1.O. 
drive for union recognition and 
higher wages and the knowledge of 
industry that the Federal Govern- 
ment was giving tacit support to 
this drive, the fear of bottle-neck 
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Courtesy Alleghany Steel Corp. 
“Tapping"™ a giant electric furnace. 
P g 


stoppages in production was even more widespread and 
acute than it had been in the somewhat similar setting 
of 1920. As a result, forward buying of steel assumed 
record-breaking proportions. 

Despite the drastic decline in production during the 
closing months of last year, the 1937 production of steel 
ingots is put at approximately 50,250,000 tons—a vol- 
ume virtually equal to that of 1928 and only some 10 per 
cent under the record high of 1929. It is doubly un- 
fortunate that forward buying played so important a 
role in this performance. The presence of that abnormal 
and unhealthy factor not only greased the skids for the 
subsequent collapse, but also makes it very difficult ac- 
curately to appraise the significance of the heavy 1937 
output in its bearing upon the underlying market for 
steel. 

Had no forward buying excess entered the picture, 
one could reason that a 50,000,000-ton demand _ for 
steel—despite continued depression in construction and 
in railroad and public utility equipment—implied a com- 
ing steel demand far larger than in 1929, assuming 
complete recovery from the depression. Such conjecture 
is now largely futile, as well as pointless. For the first 
time in American history a recovery from major depres- 
sion has failed to carry us forward to a new peak of 
per capita economic activity; and we have slumped into 
a new depression before getting out of the last one. In 
this setting those owning steel stocks or contemplating 
purchase of steel stocks are much more interested in the 
1938 prospect, and especially the outlook for the next 
six months, than in conjecture regarding the potential, 
longer-term markets for steel. 

It is probable that the closing week of 1937 saw the 
lowest point in steel operations and 
that from recent rate around 28 
per cent of capacity there will be 
a further gradual and irregular re- 
covery. In most of the major steel- 
consuming industries, however, in- 
cluding automobiles, construction 
and railroad equipment, the first 
quarter volume indications are 
nothing to cheer about. It will be 
surprising if first quarter motor 
production is more than half that 
of a year ago. In many quarters, 
including the motor industry, there 
is belief that early spring will bring 
a considerable business upturn. 
Perhaps it will, but much will de- 
pend upon the degree by which 
excessive stocks of many consum- 
ers’ durable goods are worked down 
meanwhile; and even more. will 
depend upon developments in 
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Washington during coming weeks. Sane tax revision 
and a moratorium on further economic experimentation 
and business regulation would give the recovery cause 
a strong boost, opening the door to more confident em- 
ployment of private capital. A protracted squabble in 
Congress on the trumped up “monopoly” issue would re- 
tard recovery. Meanwhile uncertainty as to whether 
steel prices and wages are to be cut is retarding demand. 

Making due allowance for any probable early increase 
in Federal spending, whether for armaments or any other 
purpose, and allowing also for possible inflationary mone- 
tary-credit moves, it is out of the question that either 
steel volume or steel profits during the first half of this 
year can come even near the levels of the first half of 
1937. That being so, the first half- year prospect ia 
steel dividends, especially as regards companies with : 
large capacity in heavy steels, is not bright. 

While there is an apparently valid basis for regarding 





the longer-term steel outlook with optimism, the problem 
presented in making intelligent speculative purchases of 
steel shares is one of timing. Even if the bottom in steel 
operations has been seen, that fact does not necessarily 
imply that the bottom in steel shares has been made. 
The more pertinent question is how long the industry 
will remain in red ink. No one now knows. The operat- 
ing rate would have to advance to nearly double the 
present level before many steel companies would be at a 
break-even point. Meanwhile one should not ignore the 
possibility that drab steel earnings statistics may receive 
increased speculative and investment attention some 
time between now and spring, especially if the early- 
rally—in which the steels have been prominent 
Whether former lows in steel shares are 
violated or not. the longer-range buyer will be on sound 
ground in awaiting another test of the market position 
some time in the forepart of this vear. 


January 1 
—yruns further. 





Position of Leading Steel Stocks 













































































































































































Earned Price Range Divs. 
COMPANY per Share 1937 Recent Paid Market 
Pa, ; 1936 1937 High — Low Price 1937 Rating COMMENT 

ee... oy ri 6.58 6. 00(e) 85 43% 48 4.00 C-3 Heavy dependence © on motor industry clouds near term outlook. 
Aietheny Stoel... . pad rats 2.13  2.25(e) A556 13 21 1.60 C-3 Company in position to do somewhat better than average steel. 

American Rolling Mill 2.25 2.60(e) 4514 15% 2.00 C-3 January div. omitted and further payments contingent on early re- 

Z in ALE whe covery in opera‘ions. 
*Bethlehem Steel. 2.09 6. .25(e)105%> 41 64 5.00 C-3 Shares have speculative appeal. Company shares in shipbuilding 
eee Be ie ty penne eel a 7 ~ program. 

Bren, A. MAO)... e --+-+ 62.75 1.15 33% 6 10 None C-4 Prospects rather dubious, and early dividends unlikely. 
*Colorado Fuel & Iron (c) . NF 2.18 51% 11%, 19 1.00 C-3 Earned 78 cents on common in Sept. quarter. Shares have some 
ee ean _ speculative merit. 

Continental Steel ; NF 4.78(f) 355, 9% 1.75 C-3 Specializes in wire and sheets. Earnings may hold up better than 
— __ 7 — average. Divs. conservative. 

*Crucible Steel. . 3.05 8.00(e) 8134 21 None C-3 Preferred accumulations of $25 preclude common payments but 

eae a te junior shares have speculative possibilities. 

Granite City............-. : Ba 558 0.75 1.50(e) 481 13 17 1 12% 3 Preponderance of light steel products should aid near term profits. 
<a 

Inland Steel............ 8.54 10.00(e)13114 58%, 5.00 C-3 Earnings likely to hold relatively well. Conservative divs. appear 

well supported. 
*Jones & Laughlin......... 0.03 5.00(e) 1261/4 27%, None C-3 Presence of high leverage factor enhances long term speculative 
- ne prospects for common shares. 
Keystone Steel & Wire......... vettetteees 0.50(c) 0.31(c) 20% 5%, 0.70 C-3 Company has sind Fatreerdidive 
Ludlum Steel................ 2.10 2.50(e) 41% 131% 1.00 C-3 Late operations have held up fairly well. Further divs. would be 
ene aes hs 0 warranted, 
McKeesport & Tin Plate... ... 2.43 2.50(e) 42% 18% 24 3.00(a) C-3 Large tin container output, a stabilizing influence. Divs. of 50 
F pee ohn = cents quarterly reasonably secure. 
*National Steel......... tetttereeteee eters 5.80 9.00(e) 9914 55 60 3.50 C-3 Company's earnings likely to record relative stability. 
Otis Steel... ....... vistetteeettee sees ees 1.30 2.00(e) 243 6% None C-3 Light steel unit. Adversely affected by slump in motor car output. 
*Republic Steel..................... 1.74 -90(e) 4714 12%, None C-3 Shares have longer term merit, but divs. not likely to be paid for 
ss Nh set : next six months, at least. 
Sharon Steel.......... 2.93 3.00(e) 42% 15 1.20 C-3 Predominantly a light steel producer. Earnings decline not likely 
= —— F . to be prolonged. 
Superior Steel. ........... 3.98 3. 3.25(e) 47" 8 None C-3 One of the smaller units specializing in vee and stainless steel. 
eS LI ces a ss Revival of automotive demand would ai 
U.S. Pipe & Foundry. ....... 3.45 3.21 72% 24 3.00 C-3 Earnings have held up well, but outlook rather unpromising for 
ee SS ee ee ee next six months. $2 dividend declared for all '38. 
PEE MIND sia nisidrsieid 3.a:ks cs 2.91 8.75(e)1261/ 481% 1.00 C-3 Dividends likely to be withheld pending clarification of '38 
ee ee et te = ee : a prospects. 
PR ORNEUONDNN Scai3\s'sos a seine Soave eee 4.70 5.00(e) 65 19 None C-3 Peeted line of light steel products. Shares have high leverage 
— ak ee a ee ee ae factor. 
*Youngstown Sheet & Tube................. 7.03 7.40(e)101 7, 3414 3.25 C-3 Earnings, with increased diversity of company’s output, may 


(a)- ee $2 paid prior to 2 for 1 split-up. 
—12 months to Sept. 30. * 


(b) Actual results, year vere Sept. 39. 
In our opinion, the more attractive profit opportunities. Nr 


hold d up comparatively well, ag ae 


(e)- cutianily © 





(c)—6 mos. to Dec. 31 (a) Deficit. 


Mot available. 
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Metal Profits Hinge on Industrial Activity 


Recent Price Tendencies Encouraging 


ie one dared to appraise the current commodities move- 
ments in price and volume as indicative of the trend 
over a period of months or throughout the year now 
opening, the net result would probably be some sug- 
gestion about moving in time to check the forward 
movement before it might get out of hand. 

The non-ferrous metals appear to be trying to lead 
the way up and out of the decline into which we fell 
so precipitately. If their price trend continues favorable 
and general business improves there can be no question 
of good earnings for both producers and fabricators of 
non-ferrous metals. 


Potential Demand for Copper 


The average price of domestic copper during the first 
ten months of 1937 was around 13°; cents, as this is 
written it is quoted at 1014 cents having recently come 
down from 11 cents in what is felt to be no more than a 
temporary adjustment. 

There is so large a part of the Western Hemisphere 
copper which goes into export, and, so meets North- 
ern Rhodesian metal in the world market, that, in 
spite of our 4-cent tariff wall, the cost of African pro- 
duction becomes a vital factor for us. It appears that 
based upon the cost to produce one pound of copper per 
annum, the investment in Africa is just under our own 
on a like basis. On the other hand labor costs in African 
mines are of course far lower than in this country. 

There are so many factors to be considered that a 
comparison such as this, or any work-out on a com- 
petitive basis, required broad averages. However, the 
fact remains that our producers will, in all likelihood 
have to be content to see the average price of copper 
over a period of years work slightly lower. 

All the time, it must be kept in mind that copper de- 
pends for its profit upon quantity output; if we are to see 
a keen demand, such as might develop if re-armament 
goes on apace and the utilities find the way open for 
their long postponed expansion, the “Coppers” would be 
playing “both ends against the middle” with price and 
output both in their favor. 

‘A factor of increasing importance in copper, as in steel, 
is the scrap which finds its way back to the refinery 
again and again. New copper going into use adds to the 
volume of scrap eventually. On the other hand, there 
are huge backlogs of accumulated potential demand: 
railway equipment, housing; which last is a good deal like 
Mark Twain’s weather, much talk, little action; but 
these may be taken into account as well as the utilities. 

Despite the recent tendencies to shade prices when 
new buying did not come up to expectations, there is 
little fear of accumulated copper stocks. The trade looks 
on them as no hurdle which cannot be taken in its 
stride with the resumption of general business ac- 
tivity. 





Broad Market for Nickel 


No one of the non-ferrous metals has grown in use and 
importance more than nickel. It has not been so many 
years since nickel was a job for the salesman, when steel- 
makers resorted to many makeshifts to avoid its use, 
Today nickel in some proportion, alone, or with other 
alloys, goes into nearly every ton of high grade steel. 
More and more evidence accumulates as to the inter- 
dependence of industries, perhaps to a greater extent in 
metallurgy than elsewhere; that would be a hard ques- 
tion to answer, but for example, in the first ten months 
of 1929, the consumption of nickel was 112 million 
pounds; for the like period in 1937, the use was 201 
million pounds, of which the steel industry took 55%. 

Nickel by somehting of a freak of nature happens to 
be more or less of a monopoly, the one big company 
controlling 80% of the world output, but with every 
advance in making better steel, using tungsten, molybde- 
num, vanadium, the use of nickel grows. If we are to 
build additions to our navy—battleships, that will mean 
armor plate and nickel. Chemistry which is the most 
dynamic of all our industries depends to no small degree 
upon nickel for non-corrosive containers and connec- 
tions. Nickel seems to be on its way to. greater 
accomplishment and even greater future demand. 


Tin, Lead and Zinc 


Lead is not nearly so much a matter of course as we 
are wont to think. Here again chemistry plays a part, 
and metallurgy works new wonders. There is no doubt 
then, that given a fair resumption of general business 
activity that such producers as St. Joseph Lead and 
American Smelting and Refining will benefit, while the 
great users such as National Lead and Sherwin-Williams 
will do likewise. 

A lessened output of motors cars would be adverse to 
lead consumption, but on the other hand even a modest 
expansion in public utilities would boost demand. 

Somewhat the same influences are at work in zinc. 
World production and consumption broke all records in 
1937. Increases in the uses of zinc compare surprisingly 
with those of copper, lead or pig iron. We have a tariff 
of 184 cents per pound against zinc imports. Apparently 
not spectacular in movements as is copper on occasion. 
zine is no laggard. 

Our interest in tin lies in the tin can. The 1937 
volume of production is a record. The two leading 
makers rely upon packers’ demand and apparently feel 
that they have a degree of immunity as compared with 
some other manufacturers. 

Taken as a group the non-ferrous metals are in a 
favorable position for profits in 1938 if the activity of 
industry generally improves. This means, from present 
indications that the next few months may be slow with 
the improving pace quickening as the year advances. 
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Position of Leading Mining and Metal Stocks 






































































































































































































































Earned Price Range Divs. 
per Share Recent Paid Market 
COMPANY 1936 1937 High Low Price 1937 Rating COMMENT 
Alaska Juneau 1.52 1.55(e) 153%, 8 13 1.35 B-3 Higher expenses and lower grade ores, held net to a nominal 
gain in 1937. 
Aluminum Co. of America 8.65 NF 177', 72% 81 None B-3 Earnings higher last year but recent ordess have fallen off. Pro- 
duction maintained. Preferred arrears cut. 
ee La 0.66(a) 2.92(a) 6834 243%, 36 3.00 B-3 Owns important interest in various other metal companies. Prob- 
atly earned about $4 last year. 
Amer. Smelting & Refining. ..... 6.85 6.75(e) 105% 41 53 5.00 B-3 Last half 1937 i tricted by curtailed operations and 
lower prices. Divs. of $3 likely this year. 
Amer. Zinc, Lead & Smelting......... d(b) -05(b) 20 3% 8 None B-4 Prospects clouded by slump in metal prices. 
Anaconda Copper........ 1.15(b) 3.11(b) 6914 2414 35 1.75 B-3 Foreign demand may offset part of domestic slump. Profits mod- 
erate at present copper prices. 
Callahan Zinc & Lead........... or d d(e) 61% 1 2 None B-4 Shares devoid of speculative inducements. 
Ee a eae 3.38 NF 863, 343%, 43 5.75 B-3 Important low-cost producer. May show $6-$6.50 a share for "37. 
*Climax Molybdenum................ 2.07 2.50(e) 41 2414 38 1.70 A-2 Growth has been rapid and profits substantial. Shares have spec- 
ulative merit. 
INNER sicsoha Sox cha Voaecnc geben S 4.26 4.50(e) 57% 35 58 4.50 B-3 Policy of liberal divs. likely to be continued. 
Eagle Picher Lead......... 0.75 1.10(e) 27% 7 11 0.40 B-3 {ntesreted lead and zinc unit. Near term outlook not better than 
air. 
Homestake Mining..................... 3.81 4.00(e) 53% 39%, 64 4.50 B-3 Leading domestic gold miner. Shares attractive for generous yield. 
PE POUR Stace Gie seine ts ; 5.32 10.03 90, 37 50 6.00 B-3 Near term earnings likely to be sharply lower, owing to decline 
in metal prices. 
Hudson Bay Mining & Smelting.......... 1.34 2.25(e) 42 1514 27 1.75 B-3 ca en forecast for first half of 1938, but further divs. 
probable. 
Fn TREE OTT 0.30 2.00(e) 331% 6% 14 None B-3 Recent level of earnings will suffer a decline in first half of 1938. 
tinternational Nickel........ 2.39 3.10(e) 73% 37 51 2.25 A-2 oe jooet producer of nickel. Earnings should hold up 
fairly well, 
Kennecott Copper............. seed tea 2.36 4.35(e) 69% 281%, 40 3.50 B-3 Near term prospect indicates decline in earnings. Shares have 
longer term merit. 
Lake Shore Mines...................... 4:83(c) 4.15(c) 59% 451% 54 6.00 B-3 Company owns large gold reserves. Liberal dividend policy 
likely to be continued. 
ae 1.85(b)  1.91(b) 63 181 28 2.75 B-3 Earned about $3 a share in 1937. Lower earnings and divs. 
likely in first half of 1938. 
APIO FOVCMSNIE 65.35 '056.5 0:5 !¢.0:0'e%s sasa:6 3.30(f) 3.40(f) 421% 301% 43 2.00 B-3 Earnings should hold close to recent levels. 
MN PNR iis 2 So ioc vd papiceicale die 0.07 1.00(e) 2614 4/2 11 0.15 B-4 High cost producer. Outlook is for sharply lower earnings. 
we ES, 1.71 2.50 44 18 28 0.50 B-3 Wide diversity of products should aid near term earnings. Shares 
attractive for longer term. 
New Jersey Zinc...... 1.83(b)  3.32(b6) 94% 53 70 4.50 B-3 Lower earings in 1938 probable, but decline should not be 
serious. 
*Newmont Mining..................... 3.80 NF 13534 50% 65 3.00* B-3 Holds large interest in a diversified group of mining enterprises. 
Shares have speculative appeal. 
Phelps Dodge............. 2.25 3.50(e) 59% 181% 29 1.60 B-3 Production costs low but a decline in gs foreshadowed for 
first half of 1938. 
eS 1.53 3.75(e) 65 26%, 37 2.50 B-3 Los domestic producer of lead. Strong cash position supports 
ividends, 
Silver King Coalition....... 0.53(b) 1.01(6) 17% 514 8 0.90 B-4 aa will be substantially lower in line with reduced price of 
silver. 
South American Gold & Platinum......... 0.27(b) 0.28(b) 6% 1% 3 0.20 ... Lack of recent data precludes any forecast of earnings and divs, 
Sunshine Mining.. ........ : 2.62 3.63 22%, 9 12 3.00 B-4 Lower silver prices may cut earnings from 75 cents to $1 share. 
U. S. Smelting, Ref. & Mining............ 7.22 10.00(e) 105 521% 68 11.00 B-3 Earnings will be cut by reduction in Gov t's silver price. 
9 Lower divs. likely. 
Vanadium Corp............ 0.40 2.50(e) 393% 9% 20 1.00 B-3 Slump in steel industry will cut near term profits. Div. outlook 


*—Plus 1/10 share Phelps Dodge common. 


t—Plus 2 shares of stock. 


uncertain, 








(a)—12 mos. to Sept. 30. (b)—9 mos. to Sept. 30. (c)—-Fiscal year to June 30. (d)—Deficit. (e)—Estimated. (f)—9 mos. to Dec. 31. NF—Not available. 
*—In our opinion, the more attractive profit opportunities. 
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Control of Supply Is the Key to Oil Pre‘its 


By N. O. Fannine 


ja oil industry. having completed a year in which 
earnings have been more satisfactory than in many other 
lines, enters 1938 with prospects somewhat mixed. 

The demand for oil in 1937 was 11% greater than in 
1936, and the industry anticipates a further increase of 
about 10% or 125,000,000 barrels this year. 

Any adverse effect which the oil industry might experi- 
ence as a result of a generally lower level of industrial 
or business activity should be softened by an expected 
wider appreciation on the part of the consumer of the 
advantages of the airplane. automobile, truck and bus, 
the diesel engine and the oil-burner, which has been 
experienced almost every year through good times and 
bad. 

In addition, the industry is constantly enlarging the 
range of marketable products, is employing more effi- 
cient and economical refining equipment, and is relative- 
ly free from labor difficulties. 

Another encouraging feature of the oil situation is the 
industry’s demonstrated ability to curtail the production 
of crude oil when necessary. Current daily production 
in the United States is approximately 7% below the peak 
reached in the summer of 1937, while efforts are now 
under way for further restrictions in some fields. 

On the other hand the development of the new K. 
M. A. oil field in north Texas promises to test the indus- 
try further this year by its tremendous producing poten- 
tialities. 

This new field already is estimated to have 40.000 
proven acres, and most of this acreage is leased in small 
parcels, largely to small companies or individuals. The 
field is a 3,800-foot sand development in an old shallow 
producing area, and emphasizes the vast undeveloped 
oil reserves in the state of Texas, where new oil discov- 
eries of importance may be expected for many years to 
come. 

The development of this new field, which was dis- 
covered late in 1937, may have two notable results this 
year: 

(1) It will further test the industry’s ability to 
curtail production within market demand. 

(2) It will tend to keep production allowables in 


other oil fields in Texas down to their present levels, 
whereas it had been hoped that this year would wit- 
ness some relaxation in production restrictions. 

In connection with production restrictions, or pro- 
ration, as it is often called, a movement is growing to 
pro-rate oil fields to a larger extent on an acreage basis, 
as opposed to a “per well” basis. Should this move- 
ment prove successful, it will have the effect of greatly 
reducing drilling operations. In 1937 a total of 32.500 
wells were completed in the United States, a record, 
reflecting in part the effort of many operators to obtain 
larger production allowables by drilling more wells. 


The Gasoline Situation 


The present surplus of gasoline on hand in the United 
States at refineries and bulk storage terminals is worry- 
ing some oil men, with respect to its possible effect on 
the There are now on hand 
approximately 51 with 40 
days’ supply a year ago. 

Whether this surplus is as top-heavy as it appears 
depends largely on the supply of high grade crude oil. 
The East Texas oil field, the greatest source of cheap 
gasoline, has probably reached its peak production, but 
if it is to be followed by the K. M. A. field, which also 
produces a high gasoline-yielding crude oil, the industry 
may well regard the present gasoline stocks as some- 
thing of a threat to prices and hence to profits and 
dividends throughout the industry. 

A fair appraisal of the eutlook for the industry as a 
whole this year undoubtedly should place the emphasis 
on the basically sound position of the industry due to the 
steadily increasing consumption of oil and the strong 
financial position of the leading corporate units in this 
great industry. 

The coming development of the K. M. A. oil field and 
the present large stocks of gasoline, embodying the 
principal unfavorable features in the oil situation, seem 
to be factors of a more temporary character. The 
industry can alleviate both if it takes prompt and effec- 
tive control measures. 
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Position of Leading Oil Stocks 


Earned 





Price Range Divs. 
per Share 4 Recent Paid Market 

COMPANY 1936 1937 High Low Price 1937 Rating 4 COMMENT 

* Amerada 2.52 2.75(e) 114% 511% 65 2.00 B-2 Important producer; owns large reserves; earnings reported con- 
ae a servatively. No change in divs. : 

Atlantic Re‘ining 2.59 2.90(e) 37 18 21 1.00 B-3 Predominantly a refining and marketing unit. Divs. reasonably 

: : secure. 2 
*Barnsdall Oil 0.79%(2) 0.99(a) 3514 10 15 1.00 B-2 Earnings are after allowance for current drilling costs. Company 

; now engaged solely in producing. 
Consolidated Oil 1.18 1.35(e) 17% 7 10 0.90 B-3 Common st thened by substantial cut in capital charges. Divs. 
i secure. 

*Continental Oil 2.05 3.00(e) 49 24 31 1.50 B-2 Integrated unit with production in excess of refinery needs. Shares 


have speculative merit. 
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Position of Leading Oil Stocks—(Continued) 








Earned Price Range 











Divs. 









































fa). 9 mos. to Sept. 30. (b)--12 mos. to Sept. 30. 
our opinion, the more attractive profit opportunities. 


(c) Fiscal year ended June 30. 





























per Share Recent Paid Market 
COMPANY __ __ 1936 1937 High Low Price 1937 Rating ; COMMENT —_— 
’ Creole Geole Petroleum. . 1.23 1.75(e) 38% 2014 25 1.00 B-3 Increased a and higher prices have expanded + net. Further 
ee eee Do See i ed ke one vs. pro es 
Gulf eee 2.90 NF 63% 33 41 1.00 B-3 Integrated writ owning large crude reserves. May continue 
7 a tallies moderate divs. oe 
Houston Oil... vetteeeee eee see : __d(b) —0.79(b) 17% 445 8 None B-3 _ Arrears on preferred shares preclude payments on common. —__ 
Oc En een errr 3.80 NF 87 54%, 66 2.00 B-2 Earnings last year may exceed $5 a share. —— producing 
SRI to hi ee Pe) a unit, controlled by Standard Oil of New Jersey. 
International Petroleum... . 1.65(c) 1.81(c) 391% 231% 30 2.50 B-3 Rooest sptenicn higher. Company controlled by Standard Oil 
ee es a) of New Jersey. - 
Mid-Continental & Petroleum 2.57 3.00(e) 35% 14 20 1.50 B-3 Shares comprise only capital obligation. Further interim divs. 
a 0.70 1.50(e) 22% 9 14 1.00 B-3 Earnings last year best in a decade, reflecting increased sales 
ae = ee x et = fo oe Ae eas 
#Phillips Petroleum. . . 4.22 5.40(e) 64 3014 40 2.75 B-2 Sales and earnings last year were at record levels. Shares attractive 
= hack. Edat Stal a Oe: Pee for income and profit. 
Plymouth > ae as 1.66 —-2.75(e) 29% 13 #£2119 1.65 _B-2 Earnings and production up sharply last year. Divs. well supported. 
ee 0.94(a) 1.77(a) 243% 8%, 12 0.25 B-3 Company may show $2 a share for 1937. Further divs. likely 
— aoe ; ___in 1938. 
Seaboard Oil....... 2.00 2.10(e) 541% 16 22 1.00 B-2 Gross last year probably set a new record. Net restricted by large 
ae ee _ 7 ; development projects. aes 
Shell Union.......... 0.92(a) 4.11(a) 3434 144% 17 1.00 B-3 Eemines — shown good gains. Further progress and additional 
: es Polen i ivs. likely SSRESSo SS a Ie 
Skelly Oil 4.42 6.00(e) 6052 261 30 1.50 B-3 Production, sales and earnings at new high in 1937. Could pay a 
es = , oe Lyte sf, : larger ‘dividend. “s 
Socony-Vacuum.......... 1.38 2.00(e) 231% 13 15 0.80 B-2 Company may show record earning for 1937. 37. Conservative divs. 
“2 ae ae well protected. 
Standard Oil of California 1.79 3.00(e) 50 1% 32 2.00 B-3 Earnings will depend on price stability of gasoline, ‘stocks of which 
— ee : : have risen substantially. 
Standard Oil of Indiana. . 3.09 NF 50 26% 34 2.39 B-3 May show close to $4 a share for 1937. “Earnings ‘sensitive to 
eis ‘ ae _ gasoline prices. pees ee 
Standard Oil of New Jersey 3.73 NF 76 42 50 2.50 B-2 —— to show $5 a share for 1937. Company is leading unit 
— : H in_ industry. ee = 
Standard Oil of Ohio.... 4.76 NF 45 16 21 1.50 B-3 Primarily a refining and marketing unit. Stable gasoline prices a 
= — ope ai P vital factor. 
«| ee 3.25 4.00(e) 77% 441% 55 1.00* B-2 Strong independent unit. Shipbuilding subsidiary in line for large 
oe bed a ___orders. Shares attractive. 
Le re 4.10 5.00(e) 651% 34354 42 2.25 B-2 Large and completely integrated unit. Sales and earnings at 
= : : record levels. Shares are investment calibre. 
Tide Water Assoc... 1.03 2.10(e) 21% 131% 15 1.20 B-3 ner sales and profits last year at a new high. Divs. well 
Ca = ee cl di a __—siprotected. na eet = 
Union Oil of California. . . 1.00 1.90(a) 2814 17% 21 1.40 B-3 May show close to $2.50 a share for “1937. Sales were sub- 


__ stantially higher. 
(e)—Estimated. NF—Not available. 


Plus 8% in stock. *—In 





Equipment 


Outlook 


Mixed 


Business Recession Is Affecting Some Companies a Great Deal More Than Others 











\f HEN the final reports come to hand, last year will previously. Currently, the near-term prospect is not 


prove to have been a period of good earnings for most 
manufacturers of machinery and equipment. Indeed, 
for some lines the year was a record-breaking one, 
although as everyone knows by this time there was an 
extraordinarily sharp recession in general business in the 
latter part of 1937. This developed so suddenly that it 
produced the curious effect of hitting certain companies 
almost immediately, while others have been enabled to 
go along operating at, or close to, capacity right up to 
the present time. Because of the greater lag between 
order and delivery, it is, generally speaking, the makers 
of the heaviest equipment which are currently more 
active than their fellows in lighter lines. Let us, how- 
ever, consider the various sub-divisions of the equip- 
ments separately, for prospects vary greatly. 

Last year established a new high record in sales of 
business equipment and in the earnings of manufac- 
turers. Experience proves that companies in this field 
are somewhat slow to reflect a major turn in the trend 
of productive and commercial activity. Thus, it was 
not until almost the close of 1937 that they began to 
feel the recession which had developed some months 
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over-bright and a further intensification of the slump 
undoubtedly would have quite serious adverse effects. 
On the other hand, export business may be expected to 
hold up fairly well and—of great fundamental impor- 
tance—it is to be remembered that the trend of the 
times is strongly towards bigger and better records, more 
red tape and statistics of greater complexity. Taxation 
and governmental regulation of various kinds are play- 
ing, of course, a major part in this and by doing so are 
providing the business equipment industry with a strong 
element of dynamic growth. 

Turning to the railroad equipments we come to a 
group of companies for which the outlook, as matters 
stand at the moment, is uacertain. A year or so ago, 
few could lay claim to a more hopeful future but, with 
the railroad wage increases, more burdensome taxation, 
higher costs for materials and then, more recently, a 
falling off in traffic, the financial position of the equip- 
ment companies’ customers has deteriorated markedly. 
It will undoubtedly help matters if the railroads obtain 
any important part of the 15 per cent increase in freight 
rates for which they are asking, but their buying of 





503 












rolling stock will probably not be immediate as it de- 
pends more than anything else on the trend of car- 
loadings. On the other hand there is no question- 
ing the huge potential demand which must sooner 
or later be filled, even if by means of greatly increased 
government credit, if the carriers are to continue 
operations. 

The position of the agricultural equipments affords 
quite a contrast with this uncertain picture. Aside from 
such unpredictables as weather, conditions appear favor- 
able. Recent reports from the field make no mention of 
any disturbance resulting from increased price schedules 
which are effective on 1938 deliveries. Although as this 
is written the Administration’s farm bill is so muddled 
that no one knows what it means, nor how it will emerge 
finally as law, this country has adopted as a principle 
that the farmers are to be a favored group and, hence, 
relative prosperity for them seems assured. This, of 
course, will react to the benefit of those making agri- 
cultural machinery, for it is certain that the depreciation 
and obsolescence of the depression years, 1930-1933, have 
not as yet been made up. 

Companies appearing in the accompanying table 
under the heading “Machinery and Electrical Equip- 

























ment” cover so many different fields of endeavor that 
generalities are hazardous. It may be said, however, that 
those which are largely dependent upon the automobile 
industry are likely to do somewhat less well this year 
than they did during 1937. While automobile produc. 
tion may stage an unexpected rally later on in the year, 
present opinion is to the effect that car output will regis. 
ter quite a material decline and this will naturally tend 
to curtail orders for certain tools and machinery. 

On the other hand, the operations of most machinery 
companies rest on quite a broad base, for their customers 
are usually in many lines of activity. Thus, makers of 
electrical equipment, should they experience a slackened 
demand for big generators, motors and the like, will be 
bolstered by their more stable light lines. Similarly, we 
might expect many machine tool companies, adversely 
affected by a loss of automobile business, to be helped 
by greater activity in the manufacture of aircraft, a sus- 
tained export business and the orders that they may 
obtain from industries other than the automobile. In 
view of this, prospective stockholders would be wise to 
inquire closely into the specific type of machinery and 
its particular application when looking into the affairs of 
any companies in this group. 










Position of Leading Equipment Stocks 






















































































































































































































Business 
i. Earned per Share Price Ranse Divs. Mar- a 
ee —1937——.. Recent Paid ket 
Company 1936 1937E High Low Price 1937 Rating __ COMMENT 
Addressograph-Multigraph.... . 1.75 2.60 36 ~—(«16%~=Ss24~S«1.30~—S«@B=3_— May pay more than last year's very conservative dividend. 
*Burroughs Adding Machine. 1.39 1.60 355% 15 19 1.40 B-3 — have no trouble maintaining a regular quarterly dividend 
i See a = = _ _ can ° cents. oa 
International Business Machi 10.22 11.20 71 15% 152 6.00* B-3 A dividend of 5% payable in stock April 1. 
National Cash Register 1.76 2.20 38% 13 17 1.25 B-3 Despite recession should be well able to pay regular of 25 cents 
aes ae ae quarterly, = po 
Remington-Rand................... ‘1.758 «1.266 += 29% 8% $11 1.20% B-3 May ‘pay extra before end of fiscal ‘year, z 
*Royal Typewriter... . ‘8.79  —«B.24e 110% 351fe 474.75 —-B-3__—~Paid-75 cents 1.15.38. 
Telautograph...... . 0.59 0.60 83 4 5 0.60 B-3 Regular dividend of 15 cents quarterly right up to estimated earn: 
a _ ae - wo ings. a a 3 =. 
Underwood-Elliott-Fisher 5.06 6.10 1001, 46/4 55 4.50 B-3 Company's fundamental position is a strong one. 
Railroad 
American Brake Shoe & Ruiaieg 2.95 dl 4.00 20% 2 - 38 3.40 C-3 Mis We busi should tend to offset reduced sales to 
American Car & Foundry _ Nil d 0.78 %1 «15% 24 0.25  C-3 Railroad equipment buying appears to depend on favorable deci- 
ee cee A a eee an ___sion on freight rate increase. 
American Locomotive ioe Nit 1.19f = S8%e 14% 20. ~—....___C=3 __ Arrears on the preferred as of 12.31.37 totaled $26.75 a share. 
American Steel Foundries ; 2.64 2.849 713% 22% 31 2.00 Cc 3 —~Poor fi ial dition of the railroads is an adverse factor. 
Baldwin Locomotive : __ 0.36¢ 23% Ss 9 cise: "5 3 _ There has recently been a sharp drop in new orders. 
Brill Corp. “B"... . ; Ni = ONFO THQ 1% 2 C-3 _Large accumulations on the preferred. _ on Se 
General American T rtati 2.91 450 86% 31% 43 3.50 C-3 Has enviable record of earnings and dividends. — _. 
General Railway Signal... 0.17 =6 11.4149 = 65% = 17s 23 1.00 C-3 Near-term outlook is somewhat obscure. 2 ial 
Lima L tive def. NF 83% 18% 30 2.50 C-3 Company has worked off the greater part of its orders. 
National Malleable & Stee! Cast 2.39 4.93¢ 61% 161% 21 2.00 C-3 > ~aaaateaa activities should help to offset any dearth of railroad 
orders. 
New York Air Brake 2.94 4.00 98, 29 35 2.00 C-3 Business has receded steadily from a peak established during the 
ics = vas ‘ second quarter of last year. 
Poor & Co. “B' cee 0.49 1.989 33% «+7 10 me C-3 _ Dividends accumulated on the A" totaled $4 as of 12.1.37._ 
Pressed Steel Cor Sh 3 1.153 31% 5% 9 0.25 C-3 _Initial dividend of 25 cents paid last October. 7 
Pullman, Inc... . 1.64 2.759 2% 25% 34 2.75 C-3 Seeking ission to i wates 10%. 
*Superheater . 1.01 2.47¢ 614%, 18 27 2.50 Cc-3 Eoming power by no means solely dependent upon railroad busi- 
ness. 
Symington-Gould, W. W... 0.70h 1.34) 23% 45% 9 0.60 C-3 Recently reorganized company does well, but currently outlook is 
eae Lees ia somewhat obscure. . — 
Union Tank Car 1.79 1.80 31% qe 22 23 1.60 C-3 No change in regular 40-cent quarterly dividend expected 
Westingh Air Brake 1.79 1.883 73%, 17% 25 2.25 C-3 —25-cent quarterly dividends _ecloved until 10.31.38. 
Youngstown Steel Door Bs 1.79 2.57k 40% 27% 20 2.00 C-3 Stock was split two-for-one last S ber and in D ber a 75- 


cent dividend was one on the eae stock. 
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Position of Leading Equipment Stocks—(Continued) 






























































































































































































































































Agricultural 
7 a Earned p per Share Plus inne Divs. —~ — 7 
Company $936 1937E High” Low Price 1937 Rating COMMENT 
JI, Case ; eee 12.36 NF 191% 80 96 6.00 B-3 Fiscal year changed to end October 31, so that the report for 1937 
ee will be for a 10-month period. 
*Deere & Co... . ; 3.141 af NF 27 at 19% ‘ ce o> ‘ 1: 33 B- 3 A good ings report expected for last year. 
International Harvester ie NF 120 : “53% 7 a _—* 7 B- 5 Company's earnings expected to cover last year’s dividends by 
big margin. 
Massey Harris date _NF 16%, ‘AVe os ‘ B-3 Likely to report black figures for the first time since 1929. 
Minneapolis-Moline Power Impl 0.14 ‘1.26 .26p 16% 4% 7 ....  Be3 Arrears on the preferred as of 11.15.37 totaled $32.75. 
_ Farm ‘Equipment “4.24 7 NF "23 : 24 a 29 7 inde B-3 Despite high earning power, near-term dividends are not likely. 
Machinery & Electrical Equipment 
*Allis Chalmers 2.27 7 5.00 * 83% 34 48 3.50 B-2 Believed to be great possibilities in new small tractor. 
American Machine & Foundry a 1.21 1.30 2934 101% 13 1.00 B-3 = no difficulty maintaining regular 25-cent quarterly 
ividend, 
Babcock & Wilcox asceat 5.41 6.21g 156 60 89 5.00 B-2 $1-dividend usually paid in January was paid last December. ; 
*Black & Decker ae sis ; 2.74q 2.82r 38 13% 16 1.75 B-3 Will probably feel let-dowa in automobile industry. = 
Bliss, E. W. 0.99 0.73 8 s%, 7 Aes B-2 Clears up dividend arrearages on the preferreds. _ 
Bucyrus-Erie 0.72 0.31f 25% 612 8 0.75 B-3 Coming report should show a good margin over last year's dividen 4. 
*Bullard da: 2.50 1.69F 45% 10%, 18 2.00 B-2 Abandons plan to issue additional stock. =e 
*Caterpillar Tractor aasgsiey 5.23 5.40 100 40 52 2.00% B-2 Paid year-end extra in 5% preferred stock. 
Chicago Pneumatic Tool 7 oe 2.21g 33 65, 11 Te B-3 Capital structure rearranged last year. Dividends do not appear 
a near-term prospect. 7 
Cutler Hammer : 1.99 2.40 97 18%, 21 1.25 B-3 Stock was split two-for-one last year. Outlook for dividends 
reasonably good. 
Electric Storage Battery ads 2.86 _ NF 44% - 22 28 2.50 B-3 | of automobile activity is very inpestent to earnings and divi- 
ends. 
Ex-Cell-O Corp. oo 1.08 - 1.60 27% 7 w@ 1.10 B-3 Regular quarterly dividend of 20 cents appears fairly safe. 
*Fairbanks Morse. cas 3.42 1.59F 71% 23% 29 2.00 B- 2 : Good long-term outlook for the expansion of diesel power. 
*Food Machinery. 3.33q : 4.10r 58 27 31 3.87% B-2 Mates of the company’s business makes it more stable than the 
majority in the machinery field. 
Foster Wheeler Prey 0.03¢ 54% Wh 18 7 B-2 Large arrears on the preferred to be liquidated before the common 
can receive anything. 
*General Electric. 1.52 2.10 64%, 4 7 43 9.20 B-3 Last year's dividend was exceptionally liberal in the light of 
probable earnings. 
Ingersoll-Rand ; 6.41 NF 144 72 78 6.00 B-2 Strong fi ial position is ing as to dividends. 
Link Belt... iv 2.97 4.60 63 33 39 3.00 B-3 Because of the number of industries served, the business rests on a 
broad base 
Mesta Musing... 4.26 NF 721% 33% 41 3.75 B-3 psa of unfilled orders assures a high operating rate for some 
onths. 
Monarch Machine Tool 1.87 2.23g 25 12 13 2.10 B-2 Outlook depends upon the course of general business. 
Myers (F. E.) & Bro. 4.931 5.31p 8671 44 45 4.75 B-3 Has begun to feel the i Ithough the outlook is still 
a reasonably good. 
National Meme wie 1.37 2.399 24 8 12 1.00 B-3 Last year's dividends were small in relation to probable earnings. 
Notional Supply. 2.02 5.50 26% 175, 20 j _ B-3 Active drilling operations in the oil industry should tend to sustain 
profi 
‘#Niles-Bement-Pond. 4.04 4.75k 62 30 34 2.00 B-2 In November paid dividend in the stock of the Shepard-Niles 
Crane & Hoist Corp. 
Square D nae 3.22 2.293 483, 16 20 2.00 B-3 Should con‘inue to do reasonably well, <a ea 
United Engineering & Foundry 3.36 5.00 63 24 34 4.00 B-3 Believed to still have much uncompleted business on the books. 
Van Norman Machine Tool 3.23 2.90 33 12% 15 2.20 B-2 Earnings last year thought to be moderately lower than in 1936. 
Walworth. 0.40 0.95¢ 18% 3% 7 +t B-3 Business re recession may have adverse effects. 
Wayne Pump ; 4.57" 4.735 483, 34 28 3.00 B-2 Dividends last year were well, within. caming —_— 
*Westinghouse Electric & Mfg.. ; 5.66 8.00 1675 87% 105 6.00 B-3 Believed to have drawn heavily ‘on backlog. mein 
Weston Electric Instrument 1.22 2.40 30% 10% 15 1.00 B-3 Last year ‘s earnings \ were far above estimated dividend payments. 
Worthington n Pump & Machinery ; or ; ; a7 12 17 vote B-2 Recen italization plan eliminates old "A" and “B" preferreds 
a 7 mn eee and i"tecumulated dividends ao si 
E-—Estimated. ‘Plus extrain stock. NF—Not available. {—Dividend paid in $2 preference stock. {i—-Dividends in preferred stock or partly in cash at 


eption of holder. a—Year ended 3.31.37. b—Six months to 9.30.37. ¢—Ten months to 10.31.37. d-—Year ended 4.30.37. e—Six months to 10.31.37. 
f—Six months to 6.30.37. ¢g—Nine months to9.30.37. h—Year ended 1.31.37. j—Nine months to 10.31.37. k—Seven months to 7.31.37. t—Yearended 
10.31.36. m—Eleven months. n—Year ended 11.30.36, p Year ended 10.31.37. q— Year ended 9.30.36. r—Year ended 9.30.37. s—Nine months to 8.31.37. 
*—In our opinion, the more attractive profit opportunities. 
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SPERRY CORPORATION 








Great Potentialities 


im a Unique Field 


Marked Beneficiary of Expanded 


Armament and Shipbuilding Program 


BY JOHN 


Taz usual first questions asked about a company—its 
products, competitors, its chances for growth in orders— 
receive unusual replies in the case of Sperry Corp. Its 
products are so varied, so specialized and frequently un- 
related, that a quick listing would fail to give a true 
picture of the business. Competition is largely lacking 
in many of its lines because of the outstanding position 
the company has achieved in scientific development and 
because of a conservative price and modest profit policy. 





* 





Sperry navigating instruments on the control bridge of the 
Queen Mary. 
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C. LLOYD 


As a result new orders are a problem more disturbing to 
the production staffs than to the salesmen, with demand 
leading output a constantly quickening chase. 

At a time when major industries are laying off men, 
Sperry Corporation has difficulty finding and training 
the number of highly skilled workers necessary to its 
business. Compared with the rate of operations in steel, 
or textiles, or building, Sperry’s twenty-four hour day 
with three eight-hour shifts is a remarkable contrast. 
Present unfilled orders, as a matter of fact, are calculated 
to keep the plants at full pace until well into 1939, with- 
out benefit of any new business. 

The demands of the aviation industry for more and 
better equipment have been very important to the com- 
pany’s backlog and will undoubtedly continue so. Sperry 
searchlights, standard at sea for years, have been adapted 
to airport use for flood-lighting and as aerial beacons. 
Planes are sound-proofed, ventilated and insulated ac- 
cording to plans of Sperry engineers, and this work 
should grow as the competition in comfort between air- 
ways and railways becomes more acute. Experts hold 
that the sense of fear likely to accompany most people 
into the air makes them more sensitive to all stimuli, 
including the unpleasant ones of noise, vibration, smell 
and temperature changes. Passengers were formerly ex- 
pected to put up with hard knocks for the sake of speed, 
but “handle with care” has become the rule and even 
subconscious discomforts are minimized with Sperry 
engineering. 

The gyroscope, though, as utilized by Elmer Ambrose 
Sperry and developed by the company bearing his name, 
hes been the truly indispensable contribution to flying. 
A direction gyro on the instrument panel tells the pilot 
his changes in course, a gyro-horizon gives him his angle 
of ascent or descent and the position of his wings. When 
Lindbergh flew the Atlantic back in 1927 he used a turn 
and bank indicator. Today he could turn the whole job 
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of fying the ship over to the 
gyto-pilot as Wiley Post did in 
his solo flight around the world. 
Hooked up to the various instru- 
ments, this robot with a gyro- 
scope for a brain will follow a set 
course, maintain any desired al- 
titude, and adjust wing positions 
in response to gusts or other dis- 
turbing influences. Its function- 
ing is so perfect that a ride un- 
der its control is smoother than 
a human pilot can produce. All 
the important air-lines have in- 
stalled gyro-pilots on some of 
their planes and the government 
is using them on its large bomb- 
ing-ships. United Air Lines has 
found that its pilots handle the 
controls manually during only 10 
to 15 per cent of total flying 
time. 

The two principles back of the 
uncanny feats of these devices 
are known as “gyroscopic in- 
ertia” and “precession.” A turn- 
ing flywheel, mounted on bear- 
ings which allow free movement 
in any direction, will maintain 
its axis unchanged in relation to space, regardless of how 
the support stand may be moved. The tossing of a ship, 
the movements of a plane, even the turning of the earth, 
have no affect on the axis of a gryoscope provided the 
wheel be universally mounted. This is gyroscopic in- 
ertia or rigidity relative to space. 

Precession occurs when force is applied to the wheel, 
causing it to turn its axis not in the expected direction 
but at right angles to it. With this fixed and known re- 
sponse, Sperry has been able to develop the gyro-com- 
pass to the point where it is almost universally used in 
the navigation of large ships. The temperamental mag- 
netic compass is now considered largely “standby” or 
emergency equipment and a steady demand has grown 
up for Sperry gyro-compasses. 

The same principles are utilized in ship-stabilizers, of 
which the largest installation is on the Conte de Savoia. 
Although not particularly important to earnings, the 
gyroscopic stabilizer is impressive because of the large 
results achieved by a relatively small force. The Conte 
de Savoia unit, for example, constitutes only 114 per cent 
of the vessels’ weight, yet crew and passengers attest to 
its efficiency in preventing more than a minimum degree 
of roll. 

The modern passenger vessel lays her course according 
to a Sperry gyro-compass, which controls repeater com- 
passes located at various convenient points. She will 
maneouver at night with the aid of several Sperry search- 
lights, one of them possibly a high intensity arc type 
with a beam of 30 million candlepower. A “Metal Mike” 
or gyro-pilot automatically steers the set course, adjust- 
ing for each yaw and contributing to economical opera- 
tion by adherence to the shortest route with the least 
possible rudder drag. A course-recorder makes a perma- 
nent record of all changes of direction whether the steer- 
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Sperry Gyropilot and the instrument board of a Pan-American plane. 


ing is done automatically or manually. Besides its check 
on efficiency which means economy, this record consti- 
tutes evidence in case of an accident. Rudder indica- 
tors and engine speed indicators are further aids in the 
businesslike handling of the ship. If boilers are used, 
a Sperry salinity indicator system will guard against 
damage to them or waste of heat from salt water con- 
tamination. 

The merchantman leans heavily on these instruments, 
but a warship must have hundreds of additional me- 
chanisms—transmitters and receivers of gun control in- 
formation, range clocks, calculating apparatus, ammuni- 
tion conveyors, directors for centralized control of main 
and secondary batteries, and so on. In range finding 
devices and fire control for both land and naval guns 
Sperry stands pre-eminent. Its research has contributed 
much to national defense including various types of anti- 
aircraft control, bombsights, and naval and aerial tor- 
pedoes. Naturally led into the field by its precision 
work, a respectable business has also been built up in 
supplying tools for machinery, farm equipment and auto- 
motive manufacturers. Recently Sperry has broadened 
its facilities in this field by the acquisition of Vickers, 
Inc., makers of tools and machinery. It is said that the 
Federal Trade Commission is casting an eye at this pur- 
chase but the result of any investigation can hardly be 
of major import to the company. 

With such a diversified list of products and consum- 
ing industries, many of the hazards attached to develop- 
ing new inventions are cancelled out by the law of aver- 
ages in Sperry’s case. Dangers do exist, however, such 
as a series of expensive failures or the discovery of ap- 
paratus which will make Sperry’s obsolete. The best 
guarantee against the first would obviously be a strong 
bank account and against the (Please turn to page 534), 
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Uptrend Stocks to Buy 
Downtrend Stocks to Avoid 


BY WARD GATES 


O. all factors that must be considered in the selection 
of common stocks for investment or longer-range specu- 
lation, the prospective earnings trend is by far the most 
important. With few exceptions corporate earnings are 
subject to wide cyclical fluctuations, in line with the 
general business trend, so that wise timing is the first 
investment or speculative problem. 

But wise selection of stocks is equally important be- 
cause, no matter how favorable the cyclical business 
trend, at any given time careful observation will show 
many corporations and some industries to be subject to 
individually adverse conditions which retard or prevent 
expansion of profits; while a minority of companies will 
be found to be favored by qualities or circumstances 
making for more than mere cyclical growth of earnings. 
Issues in the latter class may be called long-term uptrend 
stocks; those in the former class are long-term down- 
trend stocks. Stocks in a basically unfavorable position 
always look cheap on current earnings but seldom are. 

Maximum investment or speculative reward is prom- 
ised by uptrend stocks bought at the right time. While 
the market probably may be considered at a level gen- 
erally favorable for long-term purchases, the conserva- 
tive policy is to await a test of its position under pres- 
sure of reaction sometime between now and spring. 
Meanwhile it is not too early to begin studying the 
problem of selection. 

In selecting uptrend stocks we apply two simple 
tests. The company must have shown a more than 
cyclical growth of earnings in the 1933-1937 recovery. 
The influences making such progress possible must, in 
our opinion, be continuing influences, likely to produce 
above average expansion of profits in the next period of 
general business expansion. In recent issues of THE 
MacGazine or WALL Srreet we have recommended vari- 
ous such issues, including International Nickel, Eastman 
Kodak, du Pont, Union Carbide, Boeing Airplane, 
Minneapolis-Honeywell, Masonite, Caterpillar Tractor, 
Allis-Chalmers and Food Machinery. Herewith we are 
presenting three additional issues that we regard as 
longer-term uptrend stocks—Monsanto Chemical, Black 
& Decker Manufacturing Co., and International Busi- 
ness Machines Corp.; and by contrast, as an added 
service feature. we are briefly analyzing four issues— 
Gillette Safety Razor, Lambert Co., Kroger Grocery and 
National Dairy Products—as samples of downtrend 
stocks to be avoided. 





Monsanto Chemical Co. 


For the nine months ended last September 30 earnings 
of Monsanto Chemical amounted to $3,999,758. It is 
probable that the company’s forthcoming annual report 
will show full year profit not far from $5,000,000. This 
would be approximately three times the net income 
shown in 1929. That is, of course, a far greater expan- 
sion of earning power than can be accounted for by 
anything in the business cycle. Had all American busi- 
ness in 1937 been proportionate to Monsanto’s business 
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the national income would not have been the 68 billions 
of dollars estimated by the Department of Commerce, 
but something on the order of 200 billions! Moreover, 
comparing the 1933-1937 recovery cycle with that of 
1923-1929, one will note that Monsanto’s progress in 
sales and earnings has been superior to that of the 
chemical industry as a whole. 

This record has been made possible by successful 
emphasis on research, aggressive product diversification 
and efficient merchandising. But since these methods 
are common also to the much larger chemical companies, 
such as du Pont and Union Carbide, they do not fully 
explain the greater percentage growth of Monsanto sales 
and earnings in recent years. The other answer is 
simple arithmetic. In the growth of the largest corpora- 
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tons there 1s a law of diminishing returns. The bigger 
your business, the smaller the percentage gains in sales 
and profits tend to become. Relative to such giants as 
du Pont and Union Carbide, Monsanto is a small com- 
pany—small enough to avoid the penalties of bigness; 
but large enough—sales top $30,000,000 a year and total 
assets some $53,000,000—and capable enough to give an 
excellent account of itself in competition with all-comers. 

Monsanto manufactures more than 200 chemicals 
serving fifty diversified industries, with its laboratory 
exploration of every field of chemistry adding at least 
several new products to the list each year. It operates 
four American plants—at St. Louis, Mo., Monsanto, III., 
Everett, Mass., and Nitro, West Virginia,—as well as 
two plants in England. About 15 per cent of its sales 
are to the foodstuff industries and 11 per cent to the 
pharmaceutical industry, with no other field taking more 
than 10 per cent of sales. This reflects a wide diversifi- 
cation and absence of major dependence on any single 
market. 

Capitalization consists of 50,000 shares of $4.50 cumu- 
lative preferred stock and 1,114,388 shares of common. 
The preferred stock was issued last July to obtain capi- 
tal needed for expansion of facilities. For years previ- 
ous to the enactment of the undistributed earnings tax 
the company had adhered to a notably conservative 
cash dividend policy, ploughing a large proportion of 
earnings back into expansion and improvement of facili- 
ties. This policy worked to the decided longer advan- 
tage of shareholders, both in increasing the value of the 
stock and in raising the ultimate income return. Divi- 
dends totalling $3 per share on the common were paid 
last year out of earnings estimated at approximately 
$4.50 per share. At current price of 86 the stock is some 
21 points under its 1937 high and compares with bear 
market low to date of 71. It merits a high investment 
rating in the ranks of the uptrend stocks. 





Black & Decker Manufacturing Co. 


This company is a long established manufacturer of 
small machine tools and gauges, with chief products con- 
sisting of electric drills, heat guns, hole saws, screwdrivers, 
nut runners, tappers, hammers, saws, grinders, sanders, 
planers, polishers, valve refacers, etc. In the nature of this 
business, sales and earnings are subject to wide and fast 
variations; and the stock is distinctly speculative in 
quality. Nevertheless Black & Decker is among that 
minority of enterprises which have demonstrated ability 
to recover former peak earning power in a setting of 
incomplete recovery in the country’s per capita economic 
activity. 

Profits for the year ended last September 30 amounted 
to $1,052,169. This was a record high, topping by a 
slight margin the $1,011,322 net income of 1929. Sales 
for the year ended September 30, however, were only 
$6,153,000, or materially under peak figure of $7,947,000 
in 1929. That net income reached a new high was due, 
obviously, to improvement in profit margin. The 1929 


net income was approximately 13.8 per cent of sales. 
Corresponding return on sales for the twelve months 
ended September 30 was 17.1 per cent. 

As with the machine tool industry generally, strong 
foreign demand has unquestionably played an important 
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part in the improvement in Black & Decker sales and 
probably accounts mainly for the betterment in profit 
margin as compared with 1929 margin. During much 
of last vear many machine tool makers were so busy that 
foreign orders either had to be turned away or rationed. 
Under such conditions foreign buyers are in no posi- 
tion for hard bargaining. Black & Decker operates one 
plant in England. While no breakdown of its sales is 
made public. it would appear a reasonable surmise that 
the company has been a beneficiary of the world arma- 
ment race. which has maintained foreign industria! 
activity at high levels and contributed to boom demand 
for machine tools. 

It is estimated that 62 per cent of the December 
orders of the American machine tool industry were of 
foreign origin, with Russia reported a particularly large 
buyer. Due to the sharp expansion in foreign business. 
the order index of the Machine Tool Builders’ Associa- 
tion for December was 142.7 per cent of the 1926 level. 
This supports the assumption that the machine too! 
business has not vet been seriously hurt by the severe 
decline in American industrial production, and justifies 
the hope that Black & Decker may escape a major slump 
in earning ; wer if foreign business continues to hold 
up and if domestic recovery is not too long delayed. 

Capitalization is simply 365,457 shares of no-par stock. 
Total assets are $5,751,314. Working capital is $2,961.- 
406, of which, however, only $337,658 is cash, with 
$857,002 representing receivables; $1,128,011 inventories 
of finished goods; $541,619 work in process; and $670,915 
raw materials. Inventories are carried at lower of cost 
or market value. 

The high of the stock last year was 38, the bear mar- 
ket low to date has been 134% and current price is 
around 16. Dividends of $1.50 per share were paid in 
1937 and earnings on the stock for the year ended 
September 30 were equivalent to $2.82 per share. As a 
speculation on American industrial recovery and on 
continued large foreign demand for American machine 
tools, we believe the stock is attractive. 





International Business Machines Corp. 


In International Business Machines we present the 
Blue Chip of the business equipment industry, a strong 
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company whose sales and profits reached a new all- 
time high last year and whose stock is of a caliber 
appealing to the conservative investor. For the nine 
months ended last September 30 net profit was $6,572,666, 
including net of foreign subsidiaries. This was equal 
to $8.47 per share on the 775,880 shares of no-par stock 
outstanding, and compared with $5,738,406, or $7.76 
on 738,934 shares for the first nine months of 1936. On 
November 23 President T. J. Watson publicly stated that 
the company had more unfilled orders on its books than 
ever before. On the basis of that statement there is no 
reason to assume that the fourth quarter, however 
drab for many industries, saw any important shrinkage 
in the earnings of this company. Hence, we may esti- 
mate 1937 profit as around $8,500,000 or close to $11 
per share. 

Previous peak year was not 1929 but 1931, in which 
year net income was $7,697,000. The company’s lowest 
year of the depression was 1933, with net of $5,736,425 
and that figure topped the 1928 net income and was 
some 50 per cent above the average earnings of the 
years 1925-1927. That the earnings trend has varied so 
strikingly from that of American industry generally 
is not so strange when it is noted that large revenues 
from rental of equipment exercise a stabilizing influ- 
ence on profits, and that foreign sales—not always con- 
forming to the American business trend—are of vital 
importance. Indeed, revenue from rental of equipment 
is the most important single source of income. As for 
foreign business, it has been officially stated that vol- 
ume increased 50 per cent during the first nine months 
f last year; and the company expects such business 
to equal its American volume in the near future. 

The company is the leading manufacturer of special- 
ized tabulating and sorting equipment and of the neces- 
sary cards and forms used with such equipment. Other 
products include time-recording machines, weighing 
equipment, electric typewriters, traffic recorders, alpha- 
betical printing punches, time stamps, machines for 
sorting, listing and totalling bank checks, ete. Sales are 
made in seventy-nine countries. The three domestic 
factories are at Rochester and Endicott, N. Y., and 
Washington, D. C.; while foreign plants are owned at 
London, Paris, Milan, and Berlin and Sindelfingen in 
CGrermany. 


To obtain needed working capital for expansion the 
company in 1936 sold $10,000,000 of debentures pri. 
vately to an insurance company at the low rate of 3 
per cent. Late in December a second issue of $5,000,000 
of debentures was privately marketed at a rate of 3%, 
per cent. These obligations constitute the only capitali- 
zation ahead of the common stocks. 

A regular dividend of $6 a year is distributed, plus a 
5 per cent stock dividend. The most recent stock divi- 
dend is payable April 1 to shareholders of record March 
15. In last year’s market slump the stock declined from 
a high of 189 to a low of 12714. The current quotation is 
150, at which the cash dividend and the supplementary 
5 per cent stock dividend afford a yield better than 
the average obtainable from investments of equal rank. 
Since earnings are not depressed, only relatively gradual 
betterment of results per share can be expected. The 
issue, however, is one of the soundest of the uptrend 
stocks and will amply reward the conservative investor 
both in income return and ultimate appreciation. 


Kroger Grocery & Baking Co. 


This company is one of the largest and best managed 
grocery chains, has long earned substantial profits and 
paid satisfactory dividends—and yet its stock must be 
considered a downtrend issue without appeal to con- 
servative investor or to speculator under present condi- 
tions. Sales have been maintained fairly well, amounting 
to $248,442,000 for the year recently ended, a gain of 
2.5 per cent or $6,168,000. This compares with record 
high 1929 dollar volume of approximately $286,000,000 
and, with allowance for difference in price level, repre- 
sents a physical volume of business not importantly 
under former best levels. 

But Kroger has thus far fought a losing battle with 
rising costs, especially as to labor and taxes. While the 
official report has not yet been issued, an estimate of 
$3,000,000 for 1937 net income probably will not prove 
far from the mark. This compares with peak of $5,919,- 
000 in 1929. More pertinent to the present position of 
the stock, however, is the fact that net income has now 
shown a decline for the fourth successive year, despite 
considerable rise in sales. Thus $4,546,000 was earned 
in 1933 on sales of only $205,000,000. Comparing the 
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company’s 1933 performance with that of 1937, sales 
were up nearly 20 per cent and profits were down roughly 
33 per cent. 

Aggressive adjustments have been made in closing 
uprofitable or least profitable stores in an effort both 
to lower overhead expenses and increase dollar volume 
per store. During the past year 98 stores were closed. 
During 1936 66 were eliminated. Starting this year 
number in operation was 4,118, which compares with 
5,675 at the top of the expansion which culminated in 
1929. 

The difficulties confronting this enterprise are common 
to the chain grocery field and are not peculiar to Kroger. 
In the recent market slump most equities in this group 
went down to and in some instances below the lowest 
prices recorded at the bear market bottoms of the 
summer of 1932 and March, 1933. To an even greater 
extent than the regulated rails and the utilities, they 
proved to be friendless orphans in the New Deal recovery. 

It is possible that Kroger has seen the worst impact 
of rising labor costs and of punitive chain store taxa- 
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tion, but assured forecast to this effect is without factual 
basis. The stock is currently priced at 17, which com- 
pares with low of 14 and 1937 high of 2414. Last year’s 
earnings were about equal to the $1.60 dividend. Even 
should the dividend be shaved to something between 
$1.20 and $1.50 the yield would still be high, but yield 
is usually high when the earnings trend ts unfavorable. 
More often than not, persistent high vield on any 
security is a warning. 


Gillette Safety Razor Co. 


There is nothing the matter with the demand side 
of the razor and razor blade business, since adult males 
have to shave in good times and bad, and there are more 
adult males in the world than ever before. But on the 
supply side of this field there are plenty of headaches, 
hotably the most intensive price competition in safety 
razors and blades. As if that were not enough, sales of 
the electric razors developed in recent years are showing 
rapid expansion and more and more gadget manufactur- 
ers have added this device to their lines. Electric razors, 
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of course, cut down the market for safety razor blades 
—the mainstay of the safety razor manufacturers—and 
by all present evidence this competitive threat is going 
to loom larger over coming years. 

Gillette established maximum earning power in 1927 
with balance of $12,685,000 available for dividends. This 
declined to $10,387,000 by 1929 and to low of $3,655,000 
in 1933. From the 1933 low revival of earning power has 
been relatively modest. Net income increased to $4.- 
229,000 in 1934, to $4,568,000 in 1935 and to $4,975,000 
in 1936. Results per share of common for these years 
were: 1933, $1.04; 1934, $1.33; 1935, $1.51; 1936, $1.72. 
Each of these figures was under the $1.96 per share shown 
in 1932. During the first nine months of 1937 the modest 
uptrend was halted, net being $3,424,000 or $1.15 per 
share and virtually identical with showing for the first 
nine months of 1936. 

About half of earnings for some time have derived 
from foreign sales, and foreign business probably for 
some time, if not indefinitely, will scarcely be subject 
to electric razor competition in the degree likely in this 
country. Whether Gillette is considering entering this 
new razor field is not of record. Meanwhile, it may be 
noted that a $1,000,000 patent infringement suit has re- 
cently been brought against it (Please turn to page 539) 
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For Profit and Income 





New Drilling Favors National 
Supply 


The National Supply Co. and its 
subsidiaries manufacture all kinds of 
machinery and equipment for the 
petroleum industry. Among the 
company’s products are included 
pipes, fittings, engines and drilling 
tools. Owing to year-end adjust- 
ments, particularly those in connec- 
tion with the consolidation with 
Spang, Chalfont & Co., it is virtually 
impossible to estimate earnings. For 
the first nine months of last year, 
however, profits were equal to about 
*5 a share for the common stock 
end for the full year net may equal 
5.50 a share, which would compare 
with $2.02 earned on the present 


Gendreax 


2 Fg P 


number of shares in 1936. The sub- 
stantial gain in the company’s earn- 
ings last year reflects the high level 
of drilling activity in all oil fields. A 
total of 33,000 new wells were com- 
pleted in 1937, which was just short 
of the previous record in 1920. Ona 
footage basis, all previous drilling 
records were broken last year. It 
has been estimated that crude oil re- 
quirements this year will increase 
35,000,000 barrels, a prospect which 
clearly foreshadows a sustained high 
level of drilling activity. Moreover, 
the greater depths at which drilling 
operations are being conducted re- 
quires more and specialized equip- 
ment. Deeper drilling operations on 
old properties are less costly from the 
standpoint of the producing organi- 





New oil well drilling approaches record levels. 
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zation, while increasing the pro- 
ductivity of proven properties. All 
of which shapes up quite favorably 
for National Supply and imparts an 
interesting speculative flavor to the 
company’s common. shares. 





General Motors Plans Large Scale 
Diesel Production 


Taking the occasion of the dedica- 
tion of a new factory for diesel engine 
production, General Motors an- 
nounced plans for the mass produc- 
tion and sale of small light weight 
diesels suitable for all purposes. The 
company plans to set up a national 
sales and organization, 
thereby marking the most ambitious 
project for the distribution of diesel 
motors yet undertaken. The com- 
pany plans to produce a diesel unit 
which will be complete in every re- 
spect and ready to operate as soon as 
it is received by the customer. This 
is also a new departure in diesel mer- 
chandising. The company’s line will 
include three models ranging in size 
from 22 to 1.200 horse-power and 
adaptable for all types of installa- 
tions, both mobile and_ stationary 
No prices have been announced as 
yet, although it was stated by off- 
cials of the company that prices will 
be strictly competitive. The diesel 
engine industry has long been 
credited with exceptional potentiall- 
ties and the entry of an organization 
such as General Motors, with its 
huge research, manufacturing and 
marketing facilities. into the field, 
may well impart a greater impetus 
than any thus far experienced. 
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Real Light on Inventories 


The season is close at 
hand when annual earnings 
reports and balance sheets 
will make their appearance 
in increasing profusion. 
These reports promise to 
be doubly interesting at 
this time, not only for the 
profits and financial stand- 
ing which they will reveal, 
but the matter of inventor- 
ies will also come in for con- 
siderable attention. There 
is little doubt that business 
as a Whole indulged itself 
rather generously in for- 
ward buying in the early 
months of 1937 and _pri- 
mary producers of basic 
raw materials stepped up 
production to meet this de- 
mand and reap the benefits 
of rising prices. Ever since 
commodity prices slumped 
and business took a nose- 
dive last year there has 
been much talk of burden- 
some inventories, inven- 
tory losses and _ possible 
vear-end_ write-offs. Un- 
fortunately data on the 
subject of inventories are 
limited and most of the 
conclusions with respect to 
them have been little better 
than frank 
some of which have since 


assumptions, 





Owens-Illinois Glass . . 


Sutherland Paper... 


Dow Chemical . 


Glenn L. Martin. . 


Developments in Companies Recently Discussed 


. Company estimates 
1937 profits at $9,315,000, equal to about 
$3.50 a share. This was a decline of about 
$700,000 from the 1936 level. Prospects, 
however, continue to favor relative stability 


of earnings. 


Recent reports place 
company's 1937 earnings at approximately 
$800,000, or about $2.80 a share on the 
outstanding stock. This would compare 
with $2.54 a share in 1936. 


. « Company has issued an 
report covering the six months 
Net income 


interim 
period to November 30, last. 
of $2,381,137 for this period was equal to 
$2.44 a share. 


General American Transportation ... Accord- 


ing to company officials, earnings last 
year totaled $4,500,000, equal to better 
than $4 a share for the stock. This would 
compare with about $3,000,000, or $2.91 a 
share in 1936. 


. Company's backlog of 
unfilled orders at the beginning of this 
year amounted to more than $17,500,000, 
the largest in its history. Mr. Glenn L. 
Martin, company's president, has forecast 
a 25% increase in all aircraft manufacture 


this year. 


General Electric . . 


Crane Co. . 








been found to have been 
rather wide of their mark. 
For example, it was as- 
sumed early in the final 


Continental Can . 
cent declaration of a 50-cent quarterly 


. . Coincident with the re- 


dividend, it was stated that company's 
1937 earnings would show about $3 a share 
for the common stock. Sales volume iast 
year increased about 8%, but profits were 
lowered by higher labor costs and price 
readjustments which the company was 
compelled to make earlier in the year in 
conformance with the Robinson-Patman Act. 


. New orders booked by 
the company in the final quarter of last 
year totaled $73,997,063, a decline of 
about $10,000,000 from the volume for the 
same period of 1936. . . . Westinghouse 
Electric .. . Company's unfilled orders at 
the beginning of the year were $65,000,000, 
comparing with $78,155,632 at the end of 
the third quarter in 1937. Volume of new 


bookings has receded sharply. 


Curtiss-Wright .. . Unfilled orders were re- 


ported to be between $25,000,000 and 
$30,000,000 at the end of the yeor. This 
represents a sizable advance over the vol- 
ume of $16,300,000 at the end of 1936. 


. . Reliable estimates place 1937 
earnings at between $8,000,000 and $9,000,- 
000. Sales increased $17,000,000 to around 
$95,000,000, and up until December the 
volume of both sales and profits had been 
holding up to a level in excess of 1936. 
Profits in December are understood to have 
dropped about 5%. Last November the 
company declared a dividend of $1 on the 


common stock, the first payment since 1931, 





quarter of last year, that 
rapid progress was being 
made in working off accumulated 
inventories, a condition which au- 
gured favorably for a business up- 
turn when the process of replenish- 
ing depleted stocks became effective. 
It is now becoming apparent that 
inventories of finished goods have 
not been reduced as much or as 
rapidly as was previously thought. 
With the buying of raw materials 
restricted to a hand-to-mouth basis, 
producers’ showed further 
large gains in December. Year-end 
balance sheets will reveal the true 
picture of inventories and fortunate 
indeed will be the company not bur- 
dened with large stocks and there- 
fore able to take advantage of the 
lower prices now in effect. 


stocks 
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Erie Railroad Developments 


When the Erie announced that it 
would default on January 1 interest 
payments it was thought that there 
was a possibility of a quick — 


although perhaps a temporary — 
adjustment of the road’s affairs. 


However, the directors apparently 
decided to take the bull by the 
horns and on January 19 the road 
filed under Section 77 of the Bank- 
ruptey Act. While admitting that 
the Erie needs reorganizing, it is 
strange that this road should fall 
before others whose position seemed 
much more precarious. At the worst 
of the depression in 1932 the Erie 
covered about 80% of its fixed 


charges and it is estimated that for 
last year they were covered nearly 
100%. 

Mention was made in our last is- 
sue of the Prior Lien 4s, due 1996, 
and it might be well to further ex- 
amine these bonds in the light of the 
new developments. This underlying 
issue is secured by a mortgage on 
practically all the property of the 
road, subject to a comparatively 
small amount of prior liens. It is 
senior to the Consolidated General 
Lien 4s outstanding in the amount 
of about $36,000,000, to the General 
Convertible 4s outstanding in the 
amount of about $21,000,000, and to 
the Refunding and Improvement 5s 

(Please turn to page 534) 











The Investment Clinie 





A Department Which Will Appear from Time to 


Time to Consider Problems of Individuals 


Which Are of General Interest 


Conducted by J. 


Waa: are your investment objectives? Many, many 
times has that question been asked. Properly too. And 
many and various have been the answers to it. Let us 
look at some of the problems. Here is Mr. A’s, just as 
he presents it: 

“To take advantage of the next rise in the market, 
and before another major decline occurs, get out of all 
speculative and vulnerable situations, and get into a 
final permanent investment position, of course with as 
good a return as is consistent with safety of principal 
and interest. A present reasonable income without too 
much speculation of principal—don’t overlook a_possi- 
bility of appreciation of capital, however, and please 
don’t stress this income idea too strongly.” 

This one is a typical investment problem of the kind 
which most of us face. That the objectives are com- 
mendable, no one can question. Planning a portfolio to 
line up with them is another matter however. Charting 
its course has necessarily to consider many factors quite 
outside the earnings’ record, possibilities, and financial 
stability of the companies, the issues of which are con- 
tained in the list: politics; the duration of business ex- 
pansion or recession; pending legislation (is it likely to 
be favorable or otherwise); and last but certainly not 
least—how much risk can the investor afford to take? 

Then come personal considerations: Is he profitably 
employed? In business for himself? A business man 
capable of taking chances? Retired? A widow? 

Let’s take a case at random. He is an average business 
man who realizes that a good investment is a good specu- 
lation, and if it is not a good speculation, it is not even 
a good investment. The list is sizeable so it has its weak 
spots naturally—they all do—but on the whole it is 
above the ordinary run. The issues as we shall see return 
a fair income and include representation in the following 
industries in the proportions shown opposite. 

The holder of these securities owns his home, subject 
to a $10,000 mortgage, has three children under twelve 
years of age, earns a fair salary and lives modestly. 
He is worried about the outlook for the industries rep- 
resented in his investments, especially as his available 
‘ash is practically negligible. 

1. Farm income while it probably will be lower this 
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vear than in 1937 will still remain at a comparatively 
high level, so funds invested in this industry are left 
undisturbed. 

2. In reflection of reduced automobile output this 
year, earnings of motor manufacturers and auto parts 
companies are likely to continue the downward trend 
of the last quarter well into 1938. The used car market 
is becoming an increasingly difficult problem as _ well. 
Prices of the stocks in that group have been rather thor- 
oughly deflated, but it is wiser to lighten this proportion, 

3. The key to the chemical situation lies in the lap 
of general business. The products of the industry are 
widely diversified and are used directly or indirectly 
in most lines of business enterprise in both the capital 
and consumers’ goods groups. Further, the constant in- 
troduction of new products gives a degree of growth to 
this industry not found in many others. Such leading 
shares as Union Carbide & Carbon and du Pont were 
not disturbed. 

4. Here again earnings show up well with normal or 
better than normal business conditions. Albeit the tele- 
phone has taken business away from the telegraph com- 
panies in increasing volume over the past several years, 
and at the moment little is seen in the offing to stop this 
trend especially when consideration is given to higher 
taxes. 

5. It should be borne in mind that competition from 





Mr. A's Portfolio 





Industry Amount Percentage 

1. Agricultural equipment $3,250.00 2.4% 
Automobile......... 16,000.00 $9.7 
Automobile equipment 12,875.00 9.3 
3. Chemical..... 4,162.50 3.5 
4. Communications. . 12,531.25 9.2 
5. Finance...... 12,225 00 8.9 
6. Machinery. 12,387.50 9.1 
0G ss cess 14,656.00 10.1 
8. Office equipment. 4,200.00 3.1 
J Seer 39,818.75 29.1 
10. Government bonds 5,000.00 3.6 
137,106.00 100.0 
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commercial banks has cut very 
noticeably into the business of 
the industrial loan companies 


Mr. A's Portfolio Revised 


and has caused lower interest Approximate 
A > Annual Income 

rates. Then too during a period Industry Holdings Amount Percentage (Based on 1937 
eer . peymen' 
of recession and unemployment, Agriculturel Equip... 68 shares Int. Harvester... 5... $4,624 4.6 $170 
repossessions increase and obvi- Chemical... .......100 sheres Union Cerbide & Carbon........ 7,700 19.1* 320 
ously this is costly to the com- SOO an OE ann 5 oon coke cde occ 11,800 625 
panies involved. Sell even at Communications 100 shares Amer. Tel. & Tel............... 14,800 14.8 900 
. . . Machinery... . ..100 shares Alllis-Chalmers................. 5,000 8.7 350 

acrifice activ = i 
the - . in attractive cur 100 shares Fairbanks-Morse 3,000 100 
rent income. 100 shares Walworth Corp................ 800 100 
6. Machinery is well situated Utility... 5M Consol. Edison 31/4 46.......... 5,200 5.1 175 
in comparison with many others Office Equip 60 shares Underwood El. Fisher........... 3,300 3.2 225 
for 1938, and while earnings of  Rails....----. 5M Chesa. & Ohio 312 96.......... 4,800 4.7 175 
individual companies will varv Govt. Bonds........7M U.S. beeen See 7,000 7.4 225 
i wengnieein with inti ¢ U. S. Sevings Bonds............. 500 
m acc ‘ 1 opera Ing ee 100 shares Boeing Airplane............... 3,200 4.9 40 
costs and demand factors in va- 100 shares Sperry Corp.............--.00- 1,850 120 
rious lines, we believe that lead- Electrical Equip.....100 shares Genera !Electric................ 4,300 4.2 220 
ing companies will show better Metals.....-- 100 shares Anaconda Copper 3,425 8.1 175 
. : 1 . Nickel........ 225 
than average profits this year. : enamine — 

Representati i St nie A ae 100 shares Texas Corp.......... 4,200 8.9 200 
presentation in this group 1s 100 shares Standard Oil of N. J 4,900 250 
not excessive. Steels 400 shares Bethlehem Steel...... 6,398 6.3 500 
7. During the closing fort- $101,597 100.0 5,095 


night of 1937 electric power out- 
put was off only about 2 per 


chemicals. 


*It must be remembered that whereas the proportion here appears high, it represents motors as well as 





cent from the like period of 
1936, and the securities have 
resisted weakness in face of a recent Supreme Court de- 
cision confirming the government’s right to provide 
financing for municipal power plants. Subject to govern- 
mental persecution for several years, while struggling 
under increased taxation, several of the larger operating 
companies have entered petitions for increased rates. 
Only time can record the outcome. In the meantime at 
current depressed market levels, patience and hope will 
continue to be strained. Better lighten up, retaining only 
soundest operating companies. 

8. Although there is no convincing evidence as yet 
that the sales decline in this field will be reversed at a 
fairly early date this year, present prices for leading 
office equipment shares have already discounted much 
of the adverse earnings’ performance likely to be shown 
for coming months. While additional purchases in office 
appliance stocks are not counselled until such time as 
general business conditions have developed more favor- 
able tendencies, a strongly situated equity such as 
Underwood-Elhott-Fisher is still regarded favorably. 

9. The obligations of certain roads continue to merit 
high quality designations. They have come through the 
depression with credit standing unimpaired. A realistic 
viewpoint requires a resurvey of the quality status of 
the bonds that have been most severely affected over 
the past few years. In many cases hesitancy should not 
be considered in reducing ratings and commitments. By 
blocking a threatened rate war among truckers the I.C.C. 
has moved to soften competition—but railway labor— 
abetted by Congress—continues to block economies. A 
gain in traffic and earnings is not clearly enough defined 
at the present time to hold any but the stronger bonds 
and stocks. Retention of present holdings at these de- 
pressed levels may prove advisable pending rally in 
anticipation of I.C.C. ruling on increased freight rates. 

10. Ina portfolio of this size Government bonds form 
a good backlog, despite the low yields obtained. 
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The major weaknesses outlined above were pointed 
out. Cash was increased by the sale of the finance com- 
pany stocks. Some holdings were retained on a price 
basis and the sale of automobile and automobile equip- 
ment issues, switches in the communication stocks and in 
the railroad holdings developed the list which appears on 
this page. 

The portfolio, when all changes will have been made, 
will provide representation in the forward looking indus- 
tries for this year in the amounts and percentages shown. 
The income will have been improved by over 2 per cent 
and a good cash backlog established, enabling the inves- 
tor to take advantage of both stock and bond purchases 
when and as the time seems opportune. 


* * * 


Another investor asks in what proportions his fund 
of $30,000 should be divided as to stocks, bonds and 
cash. He is employed but partially disabled and feels 
that in a few years when he reaches the age of sixty he 
may have to give up his work in a manufacturing plant 
entirely and devote himself to writing. He will receive 
a small pension. In the meantime he wishes to increase 
his capital conservatively. 

A list is submitted retaining 10 per cent of his funds 
in cash, placing 70 per cent in common stocks and 20 per 
cent in bonds. Selections from the following issues are 
recommended: 

Stocks: Douglas Aircraft, Boeing Airplane, Minneapo- 
lis Honeywell, Hercules Powder, Union Carbide & Car- 
bon, General Electric, International Harvester, Allis 
Chalmers, International Nickel, Anaconda Copper, 
Standard Oil of New Jersey, Crucible Steel, Sharon Steel. 

Bonds: Standard Oil of New Jersey (Deb.) 3s of 
1961, New York Telephone Ref. Mtge. 3%4s of 1967, 
Inland Steel Ist 334s of 1961, Dow Chemical (Deb.) 
8s of 1951, Philadelphia (Please turn to page 539) 
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The Magazine 


Common Stoe 


Common Stock Price Index enters upon its thirteenth 
year. Based upon weekly closing prices of all active 
common stocks listed on the New York Stock Exchange, 
the Index records the more important price movements 
of industrial group averages and of the market as a 
whole with far greater fidelity, especially in these days 
of highly selective activity, than any index or averages 


of Wall Street's 
k Price Index 


Twelfth Annual Revision 


\\ ITH this issue THe MaGazine or WALL Srreet’s based upon a small number of leading stocks, or even 


any index composed of many stocks if weighted by the 
number of shares outstanding; since the latter method 
of computing an index is tantamount to emphasizing the 
price movement of a limited class of issues with large 

capitalization. 
It will be recalled that judgment plays no part in 
selecting the issues to be included in our Price Index. 
The decision is left entirely to the investing 
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COMMON STOCK PRICE INDEX 


Secular Movements 
(1925 Cl.—100, unless otherwise stated) 


Group High Low High 


and trading public, as interpreted by a purely 
'S mechanical rule that common stocks in which 
transactions amounted to 500,000 shares or 
more during the preceding calendar year are 
added to the list automatically at the time 
of our regular annual revision, while issues 


Re? Ors eT 386 237 sin which the volume of transactions fell below 


















and discontinued in 1938. 


x Merged with new ‘Containers’ group. y New group. x Not published regularly, 


COMBINED AVERAGE 173.1 17.5 1920 1060 54.3 100,000 shares are dropped from the Index. 
Agricultural Implements 655.5 17.9 253.3 2046 111.4 All stocks, regardless of the size of the issuing 
Amusements... 272.0 13 72.6 68.6 34.0 . 
Automobile Accessories 212.6 10.7 1466 128.1 521 company, are accorded equal weight. 
Automobil ; ; : . , . 
pe omy ~ nad a «as «am as An experience of twelve years in comput- 
Boking (1926 Cl.—100) 100.0 4.8 28.5 21.8 98 ing the Index and watching its behavior, has 
Bottles & Corks ('32—100) (x) 868 547.0 4566 275.3 : ‘ ; 
Business Machines 385.8 296 3086 2620 1354 amply confirmed the wisdom of this pro- 
ea aA ta 320 O3S$ 0 37-3) = 4382) cedure; since it has served throughout the 
Construction 145.4 9.9 88.3 73.4 32.9 ri ~e . x hichly ~senta- 
nor mea a cone — 2. = (| period to keep the Index highly representa 
Copper & Brass 391.5 149 217.3 165.9 75.3 tive of the market as a whole and has at all 
iry P ° ; 
ae. — =? a4 roe 4 times caused it to cover more than 90% of 
Drugs & Toilet Articles 201.9 35.1 108.8 92.1 45.2 the total volume of transactions in all listed 
Finance Compenies 213.9 93.7 441.1 388.4 182.6 
Food Brands 140.4 28.3 75.2 66.0 37.5. common stocks. 
244.1 33.9 175 51.4 26.0 er . . 
ese “tema Govniing 209.3 11.7 12923 103.2 4 Periodic revisions in the number, character 
Gold Mining 587.0 189.0 1372.0 «1149.1 1120.7) and grouping of issues included in the list 
Investment Trusts 406.2 9.5 58.6 49.2 25.8 . . 
are e 2 ‘ ree » ay os east 
Liquor (1932 Ci.100) 85.0 3600 2648 1679 Are esse ntial to keeping the Index abreas 
Machinery 298.5 28.7 2098 189.5 978 with evolutionary changes in business as 
Mail Order 426.5 7.7 107.4 89.6 53.8 . . a” 
Mest Packin 104.4 156 1203 19.6 486 mirrored in the stock market. During 4 
Metels, non-ferrous 273.0 19.3 3341 2325 138.6 { . = aise saaitle 
“otracted period of rising prosperity, man) 
Peper 208.1 16 96.5 19.0 74. Protracted period sally Setenght pe. 
Petroleum 182.6 216 1588 1428 908 ephemeral enterprises spring into the specula- 
Public Utilities 388.4 230 1149 966 i? sl Meike aed Shale hasten by dese toll 
Redio (1987 Cl.—100) 321.1 62 35.4 98.4 13.3 «(live limelight ane ielr stocks, DV $s i aa 
i Quipment 136.1 12.0 112. 100.4 40.3 ycetivity ave > ne adj » Price 
Reilroeds 169.5 104 63.0 372 ‘e@2 (Of activity, have to be included in the 
Realty 177.4 5.2 28.5 25.6 69 Index if it is to remain representative of the 
Shipbuildi ’ . ais 
Steel & bron 173.4 13 165.6 1985 ge) market as a whole during the boom phase. 
Sulphur 3869 3908s i990 te) Not a few of such companies, however, are 
Telephone & Telegraph 252.3 21.0 97.4 81.5 432 high cost producers or supply non-essentials 
Textiles 128.5 16.1 91.8 11.1 35.3 _ eae are . bao: eaealiadl 
Tires & Rubber 114.3 2.5 29.2 20.9 107 Which go begging in times of major business 
= 190-4 "9 "35.4 $51 Hf depression. In consequence of this, their 
Variety Stores 138.8 23.3 369.2 333.8 157.7 earnings fall off precipitously and many pass 
Carbon & Nat. Gas (30 100) (x) 28.3 2914 265.6 1325 into receivership or even bankruptcy; so thal 
Household Equipment (z) 110.8 9.6 616 59.2 33.9 


their stocks fall into disfavor during the prog- 
ress of, and the convalescence from, a major 
bear market. Hence, during such a period 
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of deflation, they must be removed 
fom an index designed to present a 
ue cross section of the price move- 
ment in active stocks. 

This explains why the Index ex- 
pnded from 238 component issues 
i 1926, when first presented to our 
raders, up to a maximum of 428 
stocks in 1930. then contracted to 
280 issues in 1983, and has since ex- 
panded to 330 for 1937 and the cur- 
ent year. Roughly speaking, it 
wil be found that the number of 
stocks which go into the Index ex- 
yands and contracts with the total 
volume of transactions on the New 
York Stock Exchange; but with a 
one-year time lag, arising from the 
circumstance that the Index is re- 
vised but once a year. 

In revising the list of stocks to be 








included in the 1938 Index, eight 
issues had to be dropped from last 
year’s tabulation—on account of 
mergers, exhaustion of ore reserves, 
or through lack of public interest as 


reflected in a shrunken volume of 
transactions. On the other hand. 
because of new listings, or due to 


greater public participation in cer- 
tain stocks of older companies, eight 
additional issues were sufficiently 
active last year to compel inclusion 
this year under our automatic vol- 
ume standard, that the 1938 
Index will be composed of 330, 
which happens to be the same num- 


sO 


ber as were used last vear. 


Group Changes 


Last year, the Combined Average 
was divided into 46 sub-groups, 45 
of which were published regularly. 
The remaining three (Carbon & 
Natural Gas, Household Equipment, 
and Unclassified) , though computed 
weekly, were crowded out of the 
regularly published tabulation ow- 
ing to lack of but are in- 
clided in the table of “Secular 
Movements” which accompanies the 
present article. This year it) has 
been decided to publish all groups 
regularly (483 in all), an accomplish- 
ment which has been made possible 
through reduction by 3 in the total 
number of groups. Group changes 
in detail this year are as follows: 

Since companies in last year's 
“Cans” and “Bottles & Corks” 
groups are now engaged in more or 
parallel activities, the two 
groups have been merged this year 

(Please turn to page 537) 
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THE MAGAZINE OF WALL STREET'S 
Common Stock Price Index 


1938 Grouping of the 330 Component Issues 


5—AGRICULTURAL 


IMPLEMENTS 
Case 
Deere 
int. Harvester 
Minn.-Mol. Pr. Imp 
Oliver Farm Equip. 


6—AMUSEMENTS 


Loew's 

Paramount 
athe 

R. K. O. 

20th Century 

Warner Bros. 


16—AUTOMOBILE 


ACCESSORIES 
Bendix 


Bohn Al. 
Borg-Warner 

Briggs Mfg. 

Budd Mfg. 

Budd Wheel 

Cont. Motors 

Eaton Axle 

Elec. Auto-L ite 
Hayes Body 
Houd.-Hershey "B" 
Motor Wheel 
Murray 
Stewart-Warner 
Thermoid 

Timken Detroit Axle 


12—AUTOMOBIL E 


Chrysler 

Gen. Motors 
Graham-Paige 
Hudson 
Hupp 


Mack 
Nash-Kelvinator 
— 


Studebaker 

ite 
Yellow Truck 
—AVIATION 
Aviation Corp. 
Boeing 
Curtiss-Wright 
Douglas 
No. Am. Aviation 


Transcont. & Western 
United Aircraft 
United Air Lines 
BAKING 
Cont. Baking “B" 
Gen. Baking 
Purity 
BUSINESS 
MACHINES 
Burroughs 
Nat. Cash 
Rem.-Rand 


9—CHEMICALS 


Allied Chem. 
Com. Solvents 
du Pont 

Liquid Carbonic 
Mathieson Alk., 
Tenn. Corp. 
Union C. & C. 
U. S. Indus. Ale. 
Va.-Car. Chem. 


18--CONSTRUCTION 


Am. Encaustic Til. 
Am. Radiator 
Barber Co. 
Bucyrus-Erie 

Byers (A. M.) 
Central Foundry 
Certainteed 
Flintote 
Johns-Manville 
Lone Star Cement 
Nat. Supply 

Otis Elevator 
Penn-Dixie Cement 
Pitts. Screw 
Thompson-Starrett 
U. S. Pipe 
Walworth 

Warren Bros 


5 CONTAINERS 
Am. Can 

Container Corp, 
Cont. Can 

Crown Cork 
Owens-lll, Glass 





9—COPPER & BRASS | 
Anaconda 
Bridgeport Brass 
Calumet & Hecla | 
Gen. Cable 
Granby 
Inspiration 
Kennecott 


Miami 
Phelps-Dodge | 
2—DAIRY } 
PRODUCTS 
Borden 
Nat. Dairy | 
9—DEPARTMENT | 
STORES | 
Allied Str. 


aa Dry Goods 
it 
intel Bros. 


Macy 

Marshall Field 
May Dept. Sts. 
Nat. Dept. Strs. 
Penney 


| ilies: | tosarr 


TICLES 
Colgate Pam an 


Gillette 
Lambert 
McKesson 
Sharp & Dohme 
United Drug 
Vadsco 

Zonite 


| 2—FINANCE COS. 


Com. Credit 
Com. Invest. Trust 


7—FOOD BRANDS 
Calif. Packing 
Corn Prods. 
Gen. Foods 
Hecker 
Loft 
Nat. Biscuit 
Stand. Brands 


4—FOOD STORES 
First Nat. 
Kroger 
Nat. Tea 
Safeway 


4—FURNITURE & 
FLOOR COVERING 
Congoleum 
Servel 
Simmons 
Spiegel 


3—GOLD MINING 
Alaska Juneau 
Dome Mines 
Melntyre Porcupine 


6—INVESTMENT 
TRUSTS 

Adams Express 
Am. International 
Atlas 
Lehman 
Transamerica 
Tri-Continental 


Distillers Seagram 
Nat. Distillers 
Schenley 


| 9 MACHINERY 


Allis-Chalmers 

Am. Mach. & Fndry 
Caterpillar 

Evans Prods. 

Foster Wheeler 
Gen. Elec 

Timken Roiler Bear. 
Westinghouse Mfg 
Worthington Pump 


2 MAIL ORDER 
Montgomery Ward 
Sears, Roebuck 


4 MEAT PACKING 
Armour, tll 

Go 

Swift & Co 

Wilson 


15—METALS, NON- 


FERROUS 
Am. ere, 


Am. Smelt & Ref. 
Am. Zinc, Lead 
Butte Cop. & Zinc 
Callahan Zinc 
Cerro de Pasco 
Howe Sound 

Int. Nickel 

Nat. Lead 

Park Utah 

St. Joseph Lead 
Silver King 

So. Am. Gold & Plat. 
U. S. Smelt. 
Vanadium 


| 2—PAPER 


Crown Zellerbach 
Int. Paper & Pr. 


23—PETROLEUM 
Amerada 


3 


meri 
Atlantic Ref. 
Barnsdall 


Cons. Oil 
Cont. Oil 
Houston Oil 
Mid-Cont. 


Shell Union 


y 
, Calif. 

S. O.; ind. 
S.0..N.J 
Superior Oil 
Texas Corp. 
Texas Gulf Prod. 
Texas Pac. C. & O. 
Tide.-Ass. Oil 
Union Oil 


| 18—PUBLIC UTILITIES 
or. Pr. 


Col. Gas & Elec. 
Com. & Southern 
Cons. Edison 


Pac. mag 

Pub. Serv., 

So. Calif. tt 
Stand. Gas & Elec 
Stone & Webster 
United Gas Imp. 
Utilities Pr. A Lt. “A 


RADIO 
Elec. & Mus. Ind. 
Radio Corp. 
Sparks- With 
Zenith 


RAILROAD 
EQUIPMENT 

Am. Car & Fndry. 
Am. Loco. 
Am. Stl. Fndries 
Baldwin 
Gen. Am. Trans 
Gen. Ry. Sig. 
Pressed Stl. Car 
Pullman 
West. Air Brake 


23 RAILROADS 


Atchison 
Atlantic Coast 
B.aO 


Canadian Pac 


c.aO0 

Chic., Mil. & St. P. 
Chic. AN. W 
D.aH 

at aw 

Erie 

Gt. Nor., Ptd 

ill, Cent 

L.a&N 

M.-K.-T 

N. Y. Central 
N.Y, N.H. &H 
Nor. Pac 
Pennsylvania 


| Seaboard Air Line 
So. Pac. 
So. .* 

; U.P 

| West Md. 


| 3—REALTY 
Gen. Realty 
N. Y. Investors 
U. S. Realty 


| 3- ——— 
lec. Boat 
Newport Industri 
N. Y. Shipbuilding 


13—STEEL & IRON 

| Am. Roll. Mill 

| Bethlehem 

|  Blaw-Knox 

| Colo. Fuel & iron 
Gt. Nor. Ore Ctfs 
Interlake lron 


Youngstown S. & T 


6—SUGAR 
| Am. Crystal 
Am. Sugar Ref. 
Cuban-Amer. 
Fajardo 
Gt. Western 
So. Porto-Rico 


2—SULPHUR 
Freeport 
Tex. Gulf 


3—TELEPHONE & 
TELEGRAPH 
Am. Tel. & Tel. 
Int. Tel. & Tel. 
Western Union 


7—TEXTILES 
Am. Woolen 
Belding 
Celanese 
Collins & Aik. 
Cons. Textile 
otham 


Indus. Rayon 


4—TIRES & RUBBER 
Firestone 
Goodrich 


Goodyear 
U. S. Rubber 
4 rasaee? 


Am. Tob. 
Lig. & Myers ‘B" 


Lorillard 
Reynolds Tob. “8” 
5 ee 


B. Q. T. 

1. R. T. 

Man. Mod. Gtd 
Omnibus 


4—VARIETY STORES 
Kresge (S. S.) 
McCrory 
McLellan 
Woolworth 


22—-UNCLASSIFIED 
Am. Hide & Leather 
Am. ice 
Am. Type Founders 
Auburn Auto 
Canada Dry 
Cont. Ins. 
Curtis Pub. 
Eastman Kodak 
Glidden 
Goebel Brewing 
Greyhound 
Hollander 
Libbey-Owens 
Marine-Midland 
Parmelee 
Phila. & Rdg. C. &! 
Procter & Gamble 
Shattuck 
Tex. Pac. Land Trust 
United Carbon 
United Elec. Coal 
United Fruit 
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Which Would You Buy? 


A Test of Chart Reading Skill 


BY FREDERICK K. DODGE 





— the most difficult 
hazard for the beginner at stock 
charts is their habit of changing 
their message from week to 
week, sometimes from day to 
day. Having found a pattern 
with definite implications for 
the future, the trader is reluc- 
tant to see the picture entirely 
wiped out by subsequent action. 
It is natural, in fact, to form a 
positive opinion, then fight 
against any modification or re- 
versal of it, regardless of the 
additional data continually be- 
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ing supplied by the chart. 
Failure of the action to carry 
out on indicated lines is excused by ascribing it to “spe- 
cial news,” “temporary factors,” or almost anything 
which will not require the abandonment of former hopes 
and plans. 

As a result, a campaign begun on the dispassionate 
evidence of technical action frequently degenrates into 
a crusade to prove that the initial step was correct, no 
matter what the chart has since said. And it is un- 
fortunately much easier to lay down the law against such 
errors than to avoid them in practice. 

On this page, for example, are shown the actual move- 
ments of two industrial stocks over the same period of 


time. No dates are given, nor are the price scales shown, 1 
but since the vertical intervals used are on a semi- 
logarithmic basis, all movements are in proportion te 
prices. The stock of Company A is selling at 27 times, } 
that of Company B at 20 times, the latest twelve: 
months’ earnings, both recently reported. Gains in 
market price over the preceding ten or eleven months} 
have been 60 per cent for A, 40 per cent for B. ; 
It is obvious that both issues have developed fairly | 
well defined “head and shoulders” formations. (S on the} 
charts indicates the Shoulders, H the Heads.) This is} 
ordinarily a good warning that the end of a rise is immi-} 
nent. Judging from their action | 





a bearish attitude is presumably * 
justified and the trader would 
buy neither; he would be more 
likely to try the short side. 
After the patterns have been 








COMPANY B 


PRICE RANGE 


completed and the _ trader's 
opinion formed, however, a cer-4 
tain change occurs. Both vol- 7 
ume and price movements are © 
shown up to the point where 
one of the stocks is a definite | 
buy on technical action for the | 
shorter term swing; the other is | 
not. Study the charts and come | 
to a decision before turning to © 
Page 535, where the subsequent | 
moves and the method of fore- 7 











casting them are discussed. 
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BUSINESS ACTIVITY seuss i 
cerca ae techs INDUSTRY — Business volume may 
. soon improve a little; but heavy 
goods inventories are still too high 
to permit rapid recovery in near 
future. 


TRADE—Wholesale trade still slow 
while retailers reduce stocks. Retail 
sales within only a few per cent of 
last year's level; but will fall off un- 
less heavy goods industry picks up 
substantially. 


COMMODITIES—Price hesitancy ap- 
pears after recent rally in raw staples. 
Secretary Wallace thinks higher 
freight rates would reduce farm 
prices. 


MONEY AND CREDIT—A reversal in 
the downtrend of business loans 
would foreshadow industrial improve- 
ment. Rail bonds decline on Erie 
bankruptcy. Governments strong. 
December dividend payments 6%, 
under last year. 


Tho Business. Analyst 


contrast wi e extreme drabness whic 
Bcd tis odor peters lo the dos. SUPPLY & DEMAND 


characterized the business picture in the clos- 
ing weeks of 1937, the prospect has taken on a . (Production and Consumption) 
brighter hue with the improvement in a number 
of basic lines during the past fortnight. While 
it is true that the upturn has not been vigorous, 
and the general level of business is still some 
25 per cent below the corresponding weeks of 
1937, weight is given to the belief that the 
bottom of the recession has been passed. Indi- 
cations point to further gradual expansion in 
automobile assemblies, steel operations, lumber 
orders, textile and shoe output. 
* * * 


For December, per capita Business Activity 
was 75.6%, of the 1923-5 average, a drop of 
21.7% below December, 1936, and 4.3% 
under November of 1937. Business volume for 
the 4th quarter averaged 82.4, or 12%, lower 
than the closing quarter of 1936; but, for the 
1937 calendar year, the average amounted to 
93.4, which was 6.9% larger than in 1936. 
Adjusting this physical volume of business for the 
Sisher average price level which prevailed last 
year, it appears that the National Income 
in 1937, measured in dollars, amounted to 


12.8%, more than during 1936. The Depart- 
ment of Commerce estimates last year's ‘i ! hed 
JFMAMJJASONDIUFMAMJ 
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Latest 


Date Month 


Previous 


Month 


Last 
Year 


a 


PRESENT POSITION AND OUTLOOK 








INDUSTRIAL PRODUCTION (b) 


Germany 


105.7 
80.8 
113.4 
119.4 
80.5 
121.3 


Oct. 
Nov. 
Nov. 
Nov. 
Nov. 
Oct. 


109.1 
93.5 
112.6 
120.4 
78.7 
119.9 


104.3 
103.5 
103.3 
115.1 

78.0 
109.0 





WHOLESALE PRICES (h) 


81.5(pl) 


83.3 


84.2 





COST OF LIVING (d) 
All Items 


Housing 
Fuel and Light 


Sundries 
Purchasing value of dollar 


88.6 
84.4 
88.7 
77.7 
86.1 
97.8 
112.9 


89.0 
85.4 
89.1 
78.3 
85.8 
97.8 


86.1 
84.7 
81.8 





74.1 
86.6 
95.3 
116.1 





NATIONAL INCOME (e) 
NON-AGRICULTURAL IN- 
COME (e) 
CASH FARM INCOME? 
Farm Marketing 
Including Gov't Payments 
Estimated for year 1937 


94.9 


95.1 


92.2 





FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable goods 





FACTORY PAYROLLS (f) 
(not adjusted) 





RETAIL TRADE 
Department Store Sales (f) 
Chain Store Sales (9) 
Variety Store Sales (g) 
Mail Orde: Salest 
Retail Prices (s) 


158 
110.8 
121.0 
$109.8 
93.2 


161 
113.0 
106.1 
$111.7 
93.0 





FOREIGN TRADE 
Merchandise Imports t 
Cumulative year's totalt........ 


Cumulative year's totalf........ 


$223.2 
2,875.2 
314.7 
3,026.9 


$196.4 





2,177.4 
226.4 
2,226.2 





RAILROAD EARNINGS 
Freight Revenues * 
Passenger Revenues * 

Total Operating Revenues * 
Total Oper. Expenditures * 
Total Operating Income * 
Net Operating Income * 


$258,669 
33,318 
318,180 
249,295 
42,782 
32,441 


$307,104 
35,510 
372,926 
270,357 
73,101 
60,747 


$298,086 
32,082 
358,406 
248,174 
83,719 
72,377 





BUILDING Contract Awards (k) 
Total 


Residential t 

Public Works and Utilityt...... 
Non-Residential t 

Publicly Financed t 

Privately Financedt 


$209.5 
43.5 
64.8 
101.2 
115.1 
94.4 


$198.5 
60.0 
61.4 
77.1 
92.9 
106.6 


$199.7 
65.5 
61.2 
73.0 
82.5 





117.2 





Building Permits (c) 
214 Citiest 
ey a) eee 
ON RLU 2" nA ae ae ae 


$44.0 
74.8 
118.8 


$50.2 
19.4 
69.6 


$67.2 | 
16.4 
83.6 





LUMBER PRODUCTION, feet;. 


1,633 


1,929 


1,816 





CONSTRUCTION COST IN- 


184 





184 


167 


i 


(Continued from page 519) 


National Income at $70,000,000, 
crease of 10% over 1936. 
ae * 


an in- 


om 


The Commissioner of Labor Statistics, states 
that over 35,000,000 people (excluding agri- 
culture) had jobs at the middle of last October 
—only 2,160,000 fewer than in the Autumn of 
1929—but that since then, up to mid-January, 
about 2,300,000 have been laid off due to the 
depression and to normal seasonal influences, 
The A. F. of L. estimates that 44,045,000 in- 
cluding farming) were at work last November, 
347,000 more than in November, 1936. 


%* s ? 


Based upon the most recent information avail- 
able, raw material prices are down 19.4% from 
a year ago, wholesale prices are off 5.5%, but 
retail prices are up 1.6%. Living costs are 2.9% 
higher than last year, though rents are off 0.4%, 
food 1.2%, and clothing 0.8%. Owing to work 
spreading, factory weekly real wages are down 
10% from last year's peak; but are still 5% 
higher than a year ago. Government agitation 
for lower prices in the heavy goods field is de- 
laying purchases. 

” * 

Department store sales last year were about 6% 
ahead of 1936 in dollar amount, and even in 
December, were off only 2%. Thus far this year 
the drop on an annual comparison basis has been 
around 4%, which is a much better showing than 
anticipated a few weeks ago. Chain store sales 
in the aggregate gained 8.3% last year, the best 
showing having been made by mail order houses 
with an increase of 12.8%. Wholesale business, 
though a little better recently, fell off badly during 
the closing months of the old year, owing to 
strenuous efforts by retailers to reduce inventories. 
Both retail and wholesale trade for the current 
quarter will be somewhat lower than a year ago 


Though the R. F. C. is prepared to advance the 
railroads $100,000,000 before June 30, the 
Erie has just been forced into bankruptcy for lack 
of adequate collateral, and one or two other weak 
roads may meet the same fate this year, even if 
higher freight rates are granted. The aggregate 
gross of Class | carriers was off nearly 20% in 
December, which shows that the greatest need is 
more traffic. The cost of hauling a freight car one 
mile has been reduced 36% during the 15-year 
period from 1921 to 1936; but average freight 
rates meanwhile have been cut 24%. It is also 
worth noting that the railroad wage dollar now 
produces 17% more transportation than in 1929; 
but 30% less than in 1916. 


* * 7 


Owing entirely to a 38% increase in non- 
residential contracts, construction awards during 
December in 37 States East of the Rockies were 
5% above December, 1936, against a 9% in- 
crease for the full calendar year of 1937. What- 
ever the explanation, the resistance to forces of 
depression being shown by the construction in- 
dustry is distinctly encouraging. 
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PRESENT POSITION AND OUTLOOK 


























Latest Previous Last 
Date Month Month Year 
tz 
STEEL 
Ingot Production in tons*®....... Dec. 1,472.0 2,154.0 4,424.0 
Pig lron Production in tons*....| Dee. 1,490.3 2,006.7 3,115.0 
Shipments, U. S. Steel in tons*..| Dec. 489.0 587.2 1,067.4 
AUTOMOBILES 
New Registrations 
Passenger Cars (p)............. Nov. 190,185 197,391 217,438 
MM ky fot ok Nov. 95,994 39,433 30,299 
Total Production.............0.0- 1937 5,000,000(pI) ...... 4,616,274 
Total New Car Registrations, to....| Dec. 1 3,267,336 ...... 3,045,569 
PAPER (Newsprint) 
Production, U. S. & Canada* (tons).| Dec. 372.6 381.5 369.4 
Shipments, U. S. & Canada* (tons).| Dec. 394.4 418.8 398.4 
Stocks, U. S. & Canada* (tons)....} Dec. 49.7 71.6 38.7 
LIQUOR (Whisky) 
Production, Gals. *.............. Dec. 10,048 9,867 22,287 
Withdrawn, Gals.*.............. Dec. 6,783 9,102 8,845 
OES, CS aaa ae ern Dec. 452,403 449,912 374,467 
GENERAL 
Machine Tool Orders (f).......... Dec. 142.7 127.7 257.7 
Railway Equipment Orders 
TSS os NS at Dec. 1 13 112 
Goi rir Dec. 275 1,625 19,035 
RMI MIINER S819 5 pis disse 0.9 8 15:0-60018 Dec. 101 320 61,727 456,126 
Cigarette Production{............ Dec. 12,611 12,706 13,246 
Bituminous Coal Production * (tons).| Dec. 36,226 36,255 45,756 
Boot and Shoe Production Prs.*...} Nov. 21,041 28,951 30,346 
Electrical Gds. Orders Booked*...} 3d quar $215,937 $260,836 $191,379 
COMMERCIAL FAILURES (c)..| Dec. 932 786 692 





Motor car production has picked up consider- 
ably since the first of the year and, at present 
writing, is scarcely more than 25% under a year 
ago. Domestic sales of passenger cars in De- 
cember were off about 43% from the like month 
of 1936; though the falling off in truck sales 
was only half as severe. Used car inventories are 
highly burdensome. Ford will soon go into mass 
production on a new low-priced tractor. 


~. Whisky production last year, for the first time 
since Repeal, was less than that of the preceding 
year. In the last half of 1937, production totaled 
only 50,513,849 gallons as compared with 
119,283,220 gallons in the last half of 1936. 
The decline in production for the full year was 
about 90,000,000 gallons. Stocks of whisky were 
452,402,642 gallons compared with 374,467,136 
gallons at the end of 1936. 


Machine tool Orders were boosted by foreign 
bookings in December and the total picked up 
nearly 12% from the November level; but were 
46% below December, 1936, compared with a 
37% increase for all of 1937. General Elec- 
tric's 4th quarter bookings were off only 12.8% 
from the like period of 1936. 
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The current recession of only 7% in electric 
power contains but little hint of the problems 
encountered by systems suffering from Govern- 
ment competition. The crisis has been graphic- 
ally publicized by Commonwealth & Southern's 
offer to sell out lock, stock and barrel to the Gov- 
ernment. Seven operating utilities in the Pacific 
Northwest will be similarly squeezed after the 
Bonneville Dam project gets into operation. 


* * s 


Steel operations have recovered to around 30% 
of capacity in filling orders placed before the 
year-end holidays. Although Buick has just 
placed orders for its first quarter requirements, and 
farm implement demand holds up well, other in- 
coming business is being held back as much as 
possible in hopes that new contracts being nego- 
tiated with the C. |. O. steel union will provide for 
lower wages and so permit lower prices for fin- 
ished steel. The Government would like to see a 
general reduction in heavy goods prices. 

* * 2 

The Bureau of Mines estimates that the February 
demand for crude oil will be less than 4% above 
that of the like month of 1937, and that gasoline 
demand will be up only 2%. As crude inven- 
tories are up 5%, with gasoline stocks up 26%, 
the need for curtailment is apparent. 











Index, 1931—100. 

















100. (k)}—F. W. Dodge Corp. (m)—lron Age. 
(w)—Ward's Estimate. 


Latest Previous Year 
Date Week Week Ago 

ELECTRIC POWER OUTPUT 

OO ol se re ee Jan. 15 2,115 2,140 2,264 
TRANSPORTATION * 

RSHOMINGS NOUN... 6560600 5:06 v0.0 Jan. 15 581 552 700 

OCONEE ee ar Jan. 15 42 40 32 

RST oe Jan. 15 138 117 173 

CG En IS a Jan. 15 26 24 32 

Manufacturing & Miscellaneous....| Jan. 15 210 208 275 

Be OE ONO os oie. 0's 5 ao slebie es Jan. 15 141 142 161 
STEEL PRICES 

Pig Iron $ per ton (m)............ Jan. 18 23.25 23.25 20.25 

Scrap Siper ton (m)............5. Jan. 18 14.00 14.00 18.42 

Finished ¢ per Ib. (m)............ Jan. 18 2.605 2.605 2.330 
STEEL OPERATIONS 

ey OF ASRISMEIEY GIN): «5 ce ene os oc ve Jan. 18 30.0 28 80.5 
CAPITAL GOODS ACTIVITY 

i dar ait aii rab Jan. 15 57.5 51.1 93.3 
PETROLEUM 

Average Daily Production bbls.*..| Jan. 15 3,477 3,437 3,185 

Crude Runs to Stills Avge. bbls.*..| Jan. 15 3,240 3,210 3,038 

Total Gasoline Stocks bbls.*...... Jan. 15 80,947 79,331 67,111 

Gas and Fuel Oil Stocks bbls.*....} Jan. 15 118,962 119,146 104,766 

Crude—Mid-Cont. $ per bbl....... Jan. 24 1.27 1.27 1.27 

Crude—Pennsylvania $ per bbI....| Jan. 24 1.93 1.93 2.10 

Gasoline—Refinery $ per gal...... Jan. 24 65% .07 065% 

t—Millions. *—Thousands. (a)—Estimated. (b)—Annalist Index 1928—100. 

1923—100. (e)—Dept. of Agric., 1924-29—100. (f)—1923-25—100. 


(n)}—1926—100. 
(En)—Engineering News Record. 


(c)—Dun & Bradstreet's. 
(g}—Chain Store Age 1929-31—100. 
(p)—R. L. Polk & Co.'s Estimate. 


(d)—Nat. Ind. Conf. Bd. 
(h}—U.S.B.L.S. 1926— 


(pl)}—Preliminary. (s)—Fairchild 
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Trend of Commodities 


Commodity prices, as a whole have recently displayed a 


fairly firm undertone. Coming upon the heels of December 
statistics disclosing marked increases in the supplies of many 


basic commodities strengthening prices may well herald a 
turn for the better in business generally. Manufacturers’ pur- 
chasing agents, while continuing to pursue a cautious course, 


are evincing a growing interest in replacing depleted stocks, 
Even such hand-to-mouth buying as this is a positive cop, 
tribution and might conceivably have a temporary spurt in 
advance of an increase in freight rates to be expected nex} 
month. But a sharp snap-back in ‘prices is neither imminent 
or to be desired, after bast year's costly experience. 





| 


WHOLESALE PRICES 


(LONG TERM TREND) 


(U.S. DEPT. OF LABOR'S 784 COMMODITIES INDEX 1926 = 100) 


} 
! 
} 


up 0.4 
down 1.0 
down 0.9 
down 0.1 

up 0.1 


Farm Products... . .. 
Hides and leather... 
eS ee 
Fuel and lighting..... 


Changes in Major Commodity Price Group for the Fortnight Ended Jan. 15, 1938 


(M.W S. INDEX 1923-25=100) 


RAW MATERIAL] | 
SPOT PRICES | 


MA J J 


937 i 


. * 96.5 
92.1 
79.5 
90.8 


up 0.4 
down 0.3 
up 0.3 
down 0.4 


Building material. ... 
Chemicals........... 
Housefurnishings........ . 

















Latest 
Date 


Previous 


Wk. or Mo. Wk. or Mo. 


Net 
Change 


PRESENT POSITION AND OUTLOOK 








i 
; 
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COTTON 
Price cents per pound, closing 


February 8.41 


8.43 
8.53 
(In bales 000's) 
Visible Supply, World 
Takings, World, wk. end 
Total Takings, season to. . 
SENS Oh Se 
Exports, wk. end 
Total Exports, season to. . 
Government Crop Est. (final) 
Active Spindles (000's) 


9,245 
381 
9,150 
489 
132 
3,692 
18,746 
22,328 


8.51 
8.53 
8.63 


7,897(d) +1,348 
405 
11,257(d) —2,107 
587 
144 
3,250(d) 
12,399(d) 
23,292 


— Ae 
— 0 
aa 


Cotton is up 100 points from the season's low. 
The market has been encouraged, in part by the 
increase in exports, perhaps more by better sales 
of goods. Mills are taking a higher percentage 
of ‘‘middlings or better,”’ a point scored for quality 
cotton. Acreage for the coming season is en- 
tangled in politics as Senator Smith denominates 
the proposed Farm Bill. 


—24 


—98 
—~12 
+442 
+6,347 
—464 


© - * 


Wheat has displayed notable market strength 








WHEAT 
Price $ per bu. Chi. closing 

Jan. 24 
Jan. 24 
Jan. 24 
Jan. 15 
Jan. 15 
Dec. 17 


95%, 

901% 

1.123 
2,849 
78,017 
873,993 


y 
Spot (No. 2 Red c. i. f.) N.Y... 
Exports bu. (000's) wk. end 
Visible Supply bu. (000’s) as of . . . 
Gov't Crop Est. bu (000’s). . 





971%, 

NY, 

1.12% 
1,179%(d) +1,670 

52,531(d) +25,486 

. 626,766(d) +47,227 


during the past fortnight. The recent ‘‘forecast’’ of 
the International Wheat Committee of an enormous 
increase in world wheat stocks and drastically 
lower prices by 1940 was received with well mer- 
ited derision. More timely is the condition of the 
weather in the Great Plains area, now suffering 
from a lack of snowfall. This may prove a dominant 
factor in domestic prices from this point on. 


2 | 
1% | 
% | 








| CORN 

| Price cents per bu. Chi. closing 

. 24 
. 24 
, 24 
Sh 


605g 

61% 

159 
36,434 


Jan 
July 
Spot (No. 2 Yellow N. Y.)..... 
Visible Supply (bu. 000’p) as of. . | 
Gov't Crop Est. (bu. 000’s) 


Jan 


60% 


61 


15%, 
13,587(d) +22,847 
17 2,644,995 1,507,08%d) +1,137,906| 


» - * 


+¥g 
+¥ | 
+¥% | 


Corn prices have risen as estimates of export 
demand were revised sharply upward. Latest fig- 
ures place exports at 100 million bushels, the larg- 


| est in fifteen years, 
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Latest 


Previous 





Net 


PRESENT POSITION AND OUTLOOK 






































ZINC 

Price cents per lb., N. ¥.......... 
U. S. Production (tons)........... 
U. S. Shipments (tons)............ 
Stocks (tons) U. S., as of.......... 







5.35 
49,393 
32,676 
42,534 


None 
+2,394 
—3,131 

+22,242 





SILK 

Price $ per Ib. Japan xx crack 
Imports pounds (bales)........... 
Deliveries (bales)................ 
Biocks s0nle6) O8 OF ....5<..-).055+ 
Total World Stocks (bales) as of... . 


Jan. 24 5.35 
Dec. 51,787 
Dec. 29,545 
Dec. 31 64,776 
Jan. 24 1.58 
Dec 26,093 
Dec 21,982 
Dee. 49,535 
Jan. 1 99,070 


1.58 
36,339 
31,749 
45,424 
90,818 


None 
—10,246 
—9,767 
4,111 
+8,252 





RAYON (Yarn) 


























PES CENTS PEL NO. 55 i. chains cess Jan. 24 54.0 59.0 —=65 
USEC) Dec. 242 252 —10 
All Rayon—Month's Supply...... Nov. 30 1.8 1.1 +.7 | 
WOOL 
Price cents per Ib. Spot Tops...... Jan. 24 87.0 86.0 +1.0 | 
HIDES | 
Price cents per Ib. (Chi. Lgt."Cows).| Jan. 24 10.0 11.0 —1.0 | 
Visible Stocks (000’s) as of... Dec. 1 15,076 14,849 +227 | 
Consumption (000’ s).- ON ARR GER one Nov. 1,295 1,474 —179 
RUBBER 
Price cents per Ib................] Jan. 24 14.81 141% +.31 
a il a: Dec 68,308 56,302 +12,006 
OT eas ee ee Dec 29,160 33,984 —4,824 
SIGE MNT OS Oli ceca es ewes Dec. 31 256,618 217,586 +39,032 
Stocks, Worldt as of............. Dec. 1 492,266 479,398 +12,868 
Stocks afloatf as of.............. Dec. 1 126,000 135,000 —9,000 
pelg UR ce he SS eee ee Dec 63,099 81,302 -18,203 
Shipments, Woudt Weel toiy casino des Nov 93,000 98,000 —5,000 
| COFFEE 
Price cents per Ib. (c) 

March Delivery............... Jan. 24 4.34 4.39 05 
Imports (bags 000's). . Nov. 1,056 1,036 +20 
Us. Visible Supply (bags 000° ").. Jan. 1 1,209 1,076 +133 

SUGAR 
Price cents per Ib. 

Domestic No. 3........... Jan. 24 2.28 2.27 +.01 
Raw Sugar 

hae Jan. 24 2.30 2.33 —.03 

Duty free delivered... Jan. 24 3.20 3.23 —.03 
Refined (Immediate Shipment). . Jan. 24 4.75 4.75 None 
Imports (000's long tons).......... Nov. 136,471 132,584 21,951 
Refinery Stocks (000's long tons)...| Dec. 1 191,957 180,987 +10,970 


| 














Date Wk. or Mo. Wk. or Mo. Change 
——— 
 cexi one Copper prices have been shaded recently by 
oohew a ad 109 10% at | the leading custom smelter but without marked 
—— ne Ae Rh ges Oe ja Ke 10.45 At 35 | success in stimulating purchases. What copper 
Refined Prod., Domestic (tons).....| Dee 60,463 75,791 —15,328 se some —— oes gg a gp 
Refined Del., Domestic (tons).....| Dee. 18,103 33,892 —15,789 aaa si en hig: pe ‘Nad nto th fe Py f the 
Refined Stocks, Domestic (tons)....| Dec 259,908 221,676 +38,232 dacaa -" a a ee er ee ee or ee 
Refined Prod., World (tons)....... Dec 179,872 185,270 —5,398 ne 
Refined Del., World (tons)........ Dec 121,966 154,588 —32,699 4 
Refined Stocks, World (tons)...... Dec 471,752 413,846 +57,906 Tin prices have shown only slight change and 
— “| the market has been dull, apparently under the 
restraint of uncertainty as to what action will be 
Price pecs eal ae N.Y....... ee: = 24 ‘ ae Pen 4 an taken in the creation of a new Buffer Pool. Domes- 
World Productiont.............. ov 16,7 14,852(d) +1, tic demand is holding up fairly well. 
World Visible Supplyt........... Dec 27,044 24,389 +2,655 
iS Dellideet.........2..00- Dec 5,020 5,195 ay ine 
U. S. Consumptiont.............. Nov 4,790 5,100 —310 
EAD Lead stocks will show a further increase when 
Price cents perlb., N. ¥Y.......... Jan. 24 4.90 4.90 None December statistics are released. Stocks are not 
U. S. Production (tons)........... Nov. 46,196 49,197 —2,401 | 00 large but sales and prices remain subject to 
|S eit. ......,. Nas. 33,853 39,999 —5,449 the same factor as copper—revival of industrial 
Stocks (tons) U. S., as of ......... Nov. 30 113,573 100,646 +12,997 | demand. 


* * * 





Zine prices must rise or labor costs must be cut 


to restore producers’ profit margins. Statistical 
position of zinc is comfortable and market activity 
has recently picked up noticeably. 









* * * 


With stocks of hosiery showing a substantial in- 
crease and with the popularity of rayon fabrics 
showing no signs of abating, the demand-price 
outlook for silk is not particularly promising. 








+ a7 > 


Rayon demand has shown a steady upturn 
since the first of the year, although there is still 
room for considerable improvement. Recent re- 
duction in prices of coarser deniers has spread to 


other grades. 
> * > 


Wool is apparently burdened by excessive 
supplies. Interest in the London auctions which 
opened Jan. 18, has been rather mild. Reports 
are that an R. F. C. loan of $15,000,000 will be 
sought to stabilize prices of scoured wool at 81 


cents. 
7 s Y 


Hide prices may strengthen as demand responds 
to the steady reduction of boot and shoe inven- 
tories in the hands of retailers. 


* ©¢ e 
Rubber prices have been marking time, with 


the belief growing that crude quotas will again be 
cut—from 70 to 60 per cent of basic allotments. 


e s e 


Coffee prices, somewhat higher than their 
November lows, remain under the influence of 
large surplus stocks and large potential production. 


7 * + 
The poor statistical of raw sugar is only partially 


offset by improvement in the position of refined. 
No early change in prices likely. 














ae amen i in 1 I (1 993- 95 100). 


(c)— 


-Wholesale Rio No. 7 TN. Y. 


(d)}—Year ago. 


t—Long tons. 
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Mooney and Banking 





Latest 


Date Week 


Year 
Ago 


Previous 
Week 


COMMENT 








INTEREST RATES 
Time Money (60-90 days) 
Prime Commercial Paper 
Call Money 
Re-discount Rate, N. ¥Y 


Jan. 
Jan. 
Jan. 
Jan. 


1%4% 
1% 


1% 
1% 


1%4% 
%@1% 
1% 

1%% 





CREDIT (millions of $) 

Bank Clearings (outside N. Y.)..... 

Cumulative year's total 

Bank Clearings, N. ¥Y 

Cumulative year's total 

F. R. Member Banks 
Loans and Investments 
Commercial, Agr., Ind. Loans. . . 
Brokers Loans 
Invest. in U. S. Gov'ts 
Invest. in Gov't Gtd. Securities... 
Other Securities 
Demand Deposits 
Time Deposits 

New York City Member Banks 
Total Loans and Invest 


Invest. U. S. Gov'ts dir. & gtd... 
Demand Deposits 
Time Deposits 

Federal Reserve Banks 


Money in Circulation 
Gold Stock 

Treasury Currency 
Treasury Cash 

Excess Reserves 


Comm'l, Ind. and Agr. Loans... .| 


Member Bank Reserve Balance.. .| 





2,888 
2,888 
3,945 
3,945 


21,333 
4,501 
842 
8,097 
1,131 
2,910 
14,463 
5,203 


7,852 
1,706 
3,513 
5,829 

641 


7,219 
6,346 
12,755 
2,639 
3,621 
1,370 


2,856 
2,856 
4,037 
4,037 


21,249 
4,485 
840 
8,056 
1,125 
2,842 
14,219 
5,295 


7,852 
1,740 
3,459 
5,785 

641 


7,193 
6,395 
12,755 
2,640 
3,628 
1,390 





NEW FINANCING (millions of $) 
Corporate 
New Capital 
Refunding 
Government 


Addition to Debt 





| 
| 


Refunding......... Se eouee vss | 


Latest 
Month 


2,336.9 
1,158.5 
1,178.4 
7,241.8 
4,935.5 
2,306.3 








The easy money policy sponsored by the Goy. | 


ernment and Federal Reserve system has recently 
come in for some well deserved criticism from 
responsible financial quarters. It has been 
validly pointed out that low interest rates 
alone offer no inducement to undertake capital 
expenditures, while at the same time acting to 
discourage savings and individual thrift. 
” ~ + 

The latest statement of 101 member banks 
revealed a net increase of $84,000,000 in loans 
and investments. Loans to commerce, industry 
and agriculture dropped $16,000,000 and the 
decline in total loans amounted to $31,000,000, 
Investments in direct government securities in- 
creased $41,000,000, while investments in other 
securities were up $68,000,000. Reflecting, in 
part, the return of holiday currency, demand de- 
posits increased $244,000,000. In the week 
ended Jan. 19, New York City member banks 
showed no change in total loans and investments, 
a showing made possible, however, only by large 
purchases of government securities. Commercial 
loans dropped $34,000,000 and brokers’ loans 
were off $28,000,000 to a new low since April 1, 
1935. The extent to which banks have been com- 
pelled to offset the steady decline in earnings 
assets is revealed by the increase of $325,000,000 
in holdings of government securities since last Oc- 
tober, while holdings of other securities are now 
the highest since last September. The Federal 
Reserve statement disclosed total money in cir- 
culation of $6,346,000,000, up only $7,000,000 
from the figure a year ago. Excess reserves de- 
clined $20,000,000 to $1,370,000,000. 

> s s 


New bond offerings in the week ended Jan. 
22 were less than $12,000,000, contrasting vividly 
with the total of nearly $191,000,000 in the cor- 
responding week a year ago. The manner in which 
new corporate issues recently have ‘‘gone out the 
window” clearly indicates an avid public and 
institutional demand. 








POSITION OF FOREIGN BANKS 





Jan. 19, 1938 


Jan. 20, 1937 


COMMENT _ 








BANK OF ENGLAND 
Circulation 
Public Deposits 
Private Deposits 
Bankers Accounts 
Other Accounts 
Government Securities 
Other Securities 
Discount and Advances 
Securities 
Reserves. 
Coin and Bullion 


£475,671 ,000 
11,051,000 
161,296,000 
124,358,000 
36,938,000 
104,388,000 
34,733,000 
12,967,000 
21,766,000 
51,319,000 
326,991,000 


£450,464,000 
13,555,000 
137,855,000 
100,287,000 
37,568,000 
74,935,000 
30,985,000 
8,906,000 
22,079,000 
63,617,000 
314,082,000 








BANK OF FRANCE 
Gold Holdings. . . 
Credit Balances Abroad 
French Commercial Bills Disc 
Bills Bought Abroad 
Advance Against Securities. . 
Note Circulation 
Credit Current Accounts 
Temp. Adyvs. to State 
Gold’on Hand to Sight Liabilities. . 





Jan. 14, 1938 
Fr.58,932,000,000 
18,000,000 
9,969,000,000 


3,860,000,000 
92,557,000,000 
24,725,000,000 
31,908,000,000 
50.25% 


Jan. 15, 1937 
Fr.60,358,000,000 
12,000,000 
6,267,000,000 
1,421,000,000 
3,587,000,000 
87,490,000,000 
17,350,000,000 
19,598,000,200 
57.57% 











The salient feature of the latest statement of the 
Bank of England was a marked decline in reserves 
and circulation. The drop in reserves was brought 
about by the retirement of £20,000,000 in the fi- 
duciary issue, bringing it to the £200,000,000 
level in effect prior to Dec. 16. The drop in cir- 
culation to the lowest figure since last June reflects 
the post-holiday return of currency. The British 
budget at the end of the first nine months of the 
current fiscal year revealed an increase of 25% 
in the deficit, due to enlarged armament outlays. 
It is expected, however, that heavy receipts in 
the final quarter will materially reduce this deficit. 


* + * 


Political confusion still reigns in France and 
despite the initial strong vote of confidence given 
the new Chautemps cabinet, the ability of France 
to avoid a serious monetary crisis has by no means 
been settled. The real test will come when the 
Chautemps government attempts to institute various 
labor and fiscal reforms, which the Premier has 
proposed. 


Quot 
cent e) 
dollar 


Great 
Austr 
Belgi 
Czect 
Denm 
Finlar 
Franc: 
Germ 
Germ 
Germ 
Gree: 
Holle 
Italy 

Norw 
Polar 
Spain 
Spair 
Swed 
Switz 
Yugo 
Shan: 
Hons 
India 
Japar 
Sts. S 
Arge 
Arge 
Brazi' 
Chile 
Colo 
Colo 
Mex 
Peru 
Urug 
Urug 
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POSITION OF FOREIGN BANKS—Continued 









































| GERMAN REICHSBANK 



















Jan. 15, 1937 
Rm.66,868,000 


4,5 
2 


761 ,484,000 


4,5 


774,857,000 
335,238,000 





26,669,000 

5,649,000 
98,008,000 
21,320,000 


06,774,000 


1.69% 














$1 


1 


1 


Jan. 20, 1937 


79,530,000 
2,244,000 
13,992,000 
184,000 





60,892,000 | 
97,908,000 | 
28,713,000 

24,296,000 | 
90,919,000 | 
56.64% | 


Severe weather has slowed up Germany’s na- 
tional construction program and the number of 
jobless increased in December. Food shortage 
has reached an acute stage, compelling the impor- 
tation of large quantities of foodstuffs. It is an- 
ticipated that the government will be compelled 
to import 100,000 Polish farm workers in the 
spring. All of which places a further strain on 
Germany's meager foreign exchange resources. 






* Although business in Canada, affected by the 
slump in the United States and abroad, has shown 
some sluggishness, internal conditions generally 
continue to favor a better-than-average level of ac- 
tivity. Retail and wholesale trade are normal and 
preparations are being made to convert various in- 
dustrial plants to the manufacture of armament 
products. 








FOREIGN EXCHANGE IN DOLLAR TERMS 














—Cables 


Jan. 21 





Year Ago 


COMMENT 








































Jan. 15, 1938 
Gold and Bullion...............-. Rm.70,686,000 
: Of Which Deposits Abroad..... 20,333,000 
= | Reserve in Foreign Currency:...... 5,604,000 
Gov. | Bills of Exchange & Checks........ 5,049,522,000 
ently MN StNENIEE aio sic tc oss Cone es 107,297,000 
from Dither PMB oe. ose. Seek 877,509,000 
been Notes in Circulation............. 4,857,000,000 
rates Other Daily Matured Obligations. . 826,628,000 
pital Rother Linbhitles. coe oe icc 335,248,000 
1g to Proportion of Gold & Foreign Cur- 
rency to Note Circulation....... 1.57% 
inks BANK OF CANADA Jan. 19, 1938 
loans Reserve Gold, Coin & Bullion. .... $179,688,000 
ustry MERION si vis 9 55:5 oa = sy R0ish3:e 2,993,000 
the Reserve in Sterl. & U. S. Dollars... . | 15,787,000 
000, III UII Gs a5.) 9,0 d.wisie’s vie sea 99,000 
ine Dom. & Prov. Gov't Short Term Se-) 
ther NOLS Ly iy cx cin TS 75,343,000 
3, in Other Dom. & Prov. Securities..... 91,306,000 
de- Other Securities.............005. | 12,203,000 
eek Note Circulation. ............... 157,988,000 
nks Depositt—Dom. Gov't........... | 17,955,000 
nts, Chartered Banks................. 189,158,000 
oe Res. to Note & Dep. Liabilities... ‘| 53.99% 
cia 
ans - 
11, 
2m- 
ngs 
00 = aes 
Ye- Quotations in cents and decimals of a ———Demand 
ow kent except pound sterling which is in Jan.21 Year Ago 
ral dollars and cents. 
cir- 
_ Country and Par 
Great Britain ($8.2397 a sov.)....... 4.997 4.909 
Austria (23.82c a schilling)......... 18.91 18.71 
e Belgium (16.9502c a belga)......... 16.9014 16.841 
ly Czechoslovakia (3.51¢ a crown)......| 3.5144 3.4914 
he Denmark (45.374 a krone)......... 22.301 21.90 
“h Finland (4.264c a finmark).......... 2.213% 2.161% 
¥ France (par not definite)............ 3.3114 4.661, 
d Germany (40.33¢ a mark)**........| 40.281 40.23 
Germany, registered (comml.).......| 21.50 19.00 
Germany (travel mark)..............] 25.70 20.50 
ac Greece (2.197c a drachma)......... 0.913% 0.90 
Holland (par not definite)...........| 55.73 54.16 
aly (5.9634c a lire)§............-- 5.261% 5.26%, 
a Norway (45.374¢ a krone)..........| 25.11% 24.64 
Poland (18.994c a zloty)........... 19.01 18.97 
=a Spain (Burgos peseta)t............. AUP. 9 sted 
e Spain (Barcelona peseta)f........... Bier. tes 
s Sweden (45.374c a krone).. ...| 25.761 25.281 
t Switzerland (par not definite)........ | 23.1114 22.9014 
. Yugoslavia (2.981¢ a dinar)........ .| 2.351% 2.33 
) Shanghai dollars (unsettled)......... | 29.62% 29.87% 
Hongkong dollars (unsettled)........ | 31.31 30.60 
India (61.798c a rupee)....... Breas a a Le, 37.07 
) Japan (84.39c a yen). ............- | 29.06 28.60 
: Sts. Settlements (96.139c a dollar)... .| 58.75 57.62% 
, Argentina (71.87¢ a paper peso) q. . | 29.40 30.20 
Argentina (71.87¢ a paper peso)**...| 33.33 32.75 
Brazil (20.25c¢ a paper milreis)]......} 5.30T 6.20 
Chile (20.599c a gold peso)t......./ 5.19 5.19 
Colombia ($1.645 a gold peso)**... | 55.79 57.39 
Colombia ($1.645 a gold peso) 4... | 50.00 56.50 
Mexico, peso (unsettled)}.......... | 27.80 27.80 
Peru (47.409¢ a sol)T..........055: 24.62% 26.00 
Uruguay ($1.751 a gold peso) 4..... | 53.00 56.50 
Uruguay ($1.751 a gold peso)**}....| 65.77 78.95 
30.50 25.621 
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Venezuela (32.67c a bolivar)x 
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t—Nominal quotations. 
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26.00 

56.50 

78.95 | 
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Sterling exchange continues firm against the 
dollar. Normally, through the fall months and into 
late January, sterling shows a tendency to ease. 
The current action of sterling, however, has been 
more responsive to the decline in our secur- 
ities markets, accelerating the homeward move- 
ment of British funds. The flight of French funds 
into sterling has also acted to create an abnormal 


demand. 


2 s 


The belief persists that in the present confused 
political setting in France, the government will 
sooner or later be forced to depreciate the franc 
and discharge the nation's large and mounting debt 
to the Bank of France by utilizing the resulting 
paper profits from revalorization of the gold re- 
serve. Although the new Chautemps government 
is believed to be against any control of foreign ex- 
change, adherence to such a policy will depend 
upon the success of the government in restoring 
confidence to a point sufficient to remove the 
threat of a sudden and large scale flight of capital. 
The first step of the new government, if it survives, 
will be modification of drastic labor legislation 
enacted over the past year. Success in that direc- 
tion would do much to restore the cost of living in 
France to a more supportable level. 

* ” * 


Such changes as occur from week to week in 
South American Exchanges reflect for the 
most part varying efforts on the part of these coun- 
tries regulate importations. Among the still fiscally 
sound and prosperous nations of the world, Ar- 
gentina is outstanding. Last year was a banner 
one for Argentina in every respect. Exports in- 
creased 50% and imports were up 40% and a new 
record was set with a favorable balance of trade in 


“—Free rate. **—Official rate. §—Travel lira, 4.75c. x—Outside rate. 
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THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
1937 Indexes 1938 Indexes COMMENT 
No. of Upon removal of the year-end tax sellij 
Low Issues (1925 Close—-100) High Low Jan. 8 Jan.15 Jan. 22 pressure, our Combined Average of 
54.3 330 COMBINED AVERAGE 65.9 54.3 63.3 65.9 62.0 active common stocks rebounded sharp 
during the first fortnight of the New Year! 

111.4 5 Agricultural Implements... 130.7 111.4 127.5 130.7 124.0 the ‘a level saeadlad since the we 
34.0 6 Amusements 41.4 34.0 40.0 41.4 38.5 ended November 13. About a third 
52.1 16 Automobile Accessories. 70.6 52.1 65.4 70.6 66.5 this rally was cancelled, however, durin 

8.9 12 Automobiles 12.4 8.9 11.2 12.4 11.4 the third week of January by a profit-tak 
73.4. 9 Aviation (1927 Cl—100) 109.6 93.5 102.7 109.6 103.4 reaction somewhat intensified by speci 
9.3 3 Baking (1926 Cl.—100).. 12.7 9.8 145 42.7 12.1 news developments of unfavorable charat 

135.4 3 Business Machines 158.8 135.4 1565 158.8 151.9 ter; but it is noteworthy that the market 

132.6 9 Chemicals 157.7 1342 149.9 157.7 153.4 much more selective on the reaction. 
32.9 18 Construction E 32.9 38.4 39.3 37.5 a e m 

193.4 5 xContainers ; 193.4 217.3 222.5 210.4 Ww d d k h 
75.3 9 Copper & Brass 75.3 99.4 109.0 899 b a Cee ae byes 
24.5 2 Dairy Products 95.9 970 98.0 979 the aircraft, chemical, foo — din: 
152 9 Department Stores. ...... : 15.2 18.1 18.7 17.9 20r8 — tobacco groups—which have | : 
45.2 9 Drugs & Toilet Articles... i 45.2 53.0 55.0 53.8 ie: eaneet for art weeks, were pedis 

182.6 2 Finance Companies j 189.6 211.0 219.4 92108 ous Se their resistance to pressure, while 
37.5 7 Food Brands : 375 42.9 AAS 499 sulphur stocks actually advanced against ¢ 

general market trend. Rails and utilities, ¢ 
25.9 4 Food Stores B 26.0 28.2 30.2 29.9 h lie ttl te . 
46.4 4 Furniture & Floor Covering q 46.4 54.7 57.4 54.6 oe ae «Phase Ry 10%: been a 

894.0 3 yGold Mining 5 11049 11049 11600 11835 weak of late—the former owing to the bank 
55.0 Giaciieteet Toss 958 99.4 30 6 98.5 ruptcy of Erie, and the narrow escape 6 

; Baltimore and Ohio from default. 

167.2 4 Liquor (1932 Cl.—100).. 167.2 192.4 194.2 178.3 
97.8 9 Machinery 978: 49235 ° 14435: 1075 
53.8 2 Mail Order . 53.8 60.9 63.0 60.6 Except for the Sulphur stocks, the only 
47.5 4 Meat Packing u 48.6 53.0 55.3 52.9 other group which advanced against 

138.6 15 Metals, non-Ferrous : 138.6 177.9 177.3 169.6 general trend during the week ended Ja 

7.4 t 7.4 9.3 9.7 8.7 22 was Gold Mining. From a techni 
90.8 23 Petroleum : 90.8 102.9 104.3 99.2 point of view, the strength of these 
50.5 18 Public Utilities j 53.6 60.0 59.0 53.6 groups would indicate that they are destined 
13.3 4 Radio (1927 Cl.—100)... : 13.3 15.6 16.9 15.7 to work higher, especially in the event of 
37.7 9 Railroad Equipment 2 40.3 45.4 48.3 43.3 further recovery in the general market. 
ep 23 Railroads : 16.2 18.0 18.6 16.8 A similar technical indication, but o 

9 E 6.9 9.2 9.0 8.6 opposite import, was to be observed in t 
34.9 3 Shipbuilding E 47.6 54.6 62.6 61.3 action of Public Utility stocks, which) 
ip 13 Steel & fron A 69.6 81.2 85.8 80.4 ore to join eee ee —_ 

: ‘ 21.6 25.3 25.7 25.1 ishing a new high for the year during the 

118.6 2 Sulphur 4 118.6 136.5 142.0 147.3 week ended Jan. 15. Last week (ended 
43.2 3 Telephone & Telegraph... Q 43.2 47.6 47.8 46.6 Jan. 22) the Utility group sank to a new lo 
35.3 7 Textiles 3 35.3 39.9 42.9 40.2 for the current year upon the offer of Co 
10.7 4 Tires & Rubber : 10.7 12.7 14.2 13.2 monwealth and Southern to sell its entire! 
68.3 4 Tobacco ; 69.8 74.4 75.8 75.3 system to the Government, and upon an 
20.6 5 Traction : 21.2 25.6 31.2 27.7 nouncement of similar withering competi- 

4 Variety Stores 189.1 157.7 178.7 189.1 180.9 tion threatened to seven other operating) 
22 xUnclassified (1937 Cl.— utilities within distributing distance of the 
122.0 100.0 118.1 122.0 117.4 || new Bonneville dam. 
x—New group. y—1937 High, Low, Close revised. For particulars please see page 516. * * * 


DAILY INDEX OF SECURITIES Copper stocks recently turned weak upo 


re ees publication of statistics showing a heavy in- 
MY. N. Y. Times crease in inventories during December. 
Times Dow Jones Avgs. ——50 Stocks Other non-Ferrous Metal securities held 
40 Bonds 30 Indus. 20 Rails High Low Sales better, owing to armament and _ inflation! 
Monday, Jan. 10 73.36 133.55 32.33 95.44 93.01 1,827,510 talk; though stocks of lead, tin and zinc are) 
Tuesday, Jan. 11 73.13 134.35 32.25 95.53 93.82 1,506,260 also mounting rapidly. Rayon stocks have 
Wednesday, Jan.12.... 73.39 133.22 32.21 96.01 94.68 1,209,800 likewise shown moderate resistance since 
Thursday, Jan. 13 73.42 131.60 31.81 95.07 93.38 971,570 inventories are in good shape and sales 
Friday, Jan. 14 73.23 131.84 31.96 94.06 92.74 845,900 are beginning to pick up. 
reese = 15 73.20 134.31 32.33 95.88 93.84 737,810 * * * 
onday, Jan. 17 72.78 132.49 31.81 95.39 93.64 933,680 
Tuesday, Jan. 18 72.06 131.53 31.06 94.45 99.97 779,060 hs ae La pele od 
Wednesday, Jan. 19.... 71.58 130.09 29.97 93.93 91.60 998,851 by the recent order to shut down alll 
Thursday, Jan. 20 71.62 132.33 30.45 94.16 92.81 81 8,310 Texas oil fields for six consecutive Sun- 
Friday, Jan. 21........ 71.34 130.69 29.80 94.75 92.76 791,410 days. Encouragement is also to be found 
Saturday, Jan. 22 71.02 130.00 29.79 92.30 91.76 405,290 in prospects that California too, and per. 
STOCK MARKET VOLUME haps other states, will take action to curb 


Week Ended Jan. 22 Week Ended Jan. 15 Week Ended Jan. 8 ier 97 seve aeeaae tae ee “a 


| esse 7,098,850 6,050,640 freeze; but Liquor stocks were depressed 
otal Transactions Same Date Same Date by renewed price cutting by New York! 
Year to Jan. 22 1937 1936 City retailers 

17,876,091 46,843,340 52,886,635 f 








* * * 
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The Personal Service Department of THe MaGazine or WALL StREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 


dollars in value to you. 


1. Give all necessary facts, but be brief. 


It is subject only to the following conditions: 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4, If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Celanese Corp. of America 


Please give me your views on Celanese 
Corporation, in which I am an investor. I’m 
afraid it will prove a laggard, unless there 
is a considerable upturn in the rayon indus- 
try. Is further holding advisable?—E. R., 
Louisville, Ky. 

As a dominant factor in the syn- 
thetic yarn industry, Celanese Corp. 
of America enjoyed a sharp im- 
provement in its earnings during the 
first half of 1937, with indicated 
earnings of about $2.13 a share on 
the common stock, after preferred 
Tequirements, comparing with 
around 85 cents a year before. Pro- 
duction during the interval increased 
to record proportions as a result of 
which distributors found it neces- 
sary to curtail orders during the 
third quarter, and the equivalent of 
enly 43 cents a share was shown by 
Celanese for the period. More re- 
cently, recession influences and the 
ample stocks in the hands of dis- 
tributors further curtailed rayon de- 
mand and production, although 
with consumer demand holding up 
telatively well, the situation is one 
Which could soon be corrected. As 
& matter of fact, it was announced 
on January 10, last, that several 
hundred workers had been recalled 
by the company, although produc- 
tion is still on a curtailed » sis. In 
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addition to its rayon interests, Cel- 
anese Corp. has a stake in the manu- 
facture of plastics and other chemi- 
cal specialties through controlling 
interest in Celluloid Corp. The or- 
ganization’s capitalization consists 
of 164,818 shares of 7% prior pre- 
ferred stock, 148,179 shares of 7% 
first participating preferred and 
1,000,000 shares of common. Finan- 
cial condition of the company is 
strong, with current assets, consist- 
ing in large part of cash and equiva- 
lent, well in excess of current liabili- 
ties. There is no funded debt out- 
standing, although the latest avail- 
able balance sheet showed a _ pur- 
chase money mortgage obligation of 
$1,432,306. Dividends last year to- 
talled $2.25 a share, although the 
payment which ordinarily would 
have been made on January 8, last, 
was deferred and resumption of dis- 
tributions will doubtless depend 
upon a further step-up in operations 
and consequent improvement in the 
earnings picture. Considering the 
fact that the company holds such a 


leading position in an industry of- 
fering great potentialities for future 
growth, we frankly believe that its 
common stock will give a good ac- 
count of itself with improvement in 
general business and_ accordingly 
suggest further retention of specu- 
lative holdings. 


North American Aviation, Inc. 


Some weeks since, I read an order which 
the War Department placed with North 
American Aviation, for 95 combat planes. 
Will you kindly inform me if this company 
is as well fortified with a backlog of orders 
as some of its competitors. At present levels 
the stock strikes me as a good buy.—P. J. L., 
Albany, N.Y. 


Operations of North American 
Aviation, Inc., last year showed a 
pronounced improvement in both 
the manufacturing and air transport 
divisions. However, heavy develop- 
ment expenses in the manufacturing 
and engineering division and narrow 
profit margins in the air transport 
business have thus far tended to re- 
strict per share earnings on the capi- 
tal stock. Thus, in the report cov- 
ering the nine months ended Sep, 
tember 30, 1937, net income equalled 
only 7 cents a share, although well 
above the 4 cents recorded for the 
like 1936 interval. In view of the 
company’s position in the aircraft 
manufacturing division, particularly. 
we believe that further worthwhile 
earnings gains are in prospect and 
that the shares should not be judged 
solely upon results attained thus far. 
It is interesting to note that unfilled 
orders of the manufacturing division 
as of September 30, 1937, totalled 

(Please turn to page 531) 
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IT stocKS—BONDS New York Stock Exchange 


COMMODITIES 


Folder “M” explaining margin require- 
ments, commission charges and _ trading 
units furnished on request. 


Cash or Margin Accounts 
in Full or Odd Lots 


Inquiries Invited 


J. A. Acosta & Go. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
A York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
BOwling Green 9-2380 
















Complete Investment | 


and 


Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 


MCCLAVE & Co. 


MEMBERS | 
New York Stock Exchange | 
New York Cotton Exchange | 
New York Curb Exchange (Assoc.) 
Chicago Board of Trade 
67 Broad Street, New York 
i Telephone WHitehall 4-8500 


BRANCH OFFICE 
254 Park Ave. at 46th St., N. Y. 























Full Lots ¢e Odd Lots 





LAPHAM, Davis 
& BIANCHI 


Members New York Stock E:change 
29 Broadway e New York 


Uptown Office Boston Office 
522 Fifth Ave. 49 Federal St. 





Stocks ¢ Bonds ¢ Commodities 


Commission orders executed for 


cash or conservative margin 


Odd Lots—100 Share Lots 


| Small accounts receive the same cour- 
| teous and painstaking attention as large 
accounts. 

| Ten shares and more carried on conser- 
vative marginal basis 


One share and more bought for cash. | 











Your Inquiries Invited 
| Ask for M.W. 806 


John Muir&@ 


Established 1898 
Members New York Stock Exchange 


| 








| 39 Broadway New York 
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1935 1936 
A ‘High Low High Low 
IN rere als Bern 3a 60 53% 8814 59 
Pst Goat ties. .......25< 555.6. 37% 914 49 215% 
Baltimore & Ohio.................... 18 Th 2614 15% 
Se eee ere 13% 85 16 10% 
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CONTINENTALCANCOMPANY Inc. 
The first quarter Interim divi- 

dend of fifty cents (50¢) per 

share on the common stock of 

this Company has been declared 

payable February 15, 1938, to 
stockholders of record at the 

close of business January 25, 1938. Books will 


not close. 5 B JEFFRESS, JR., Treasurer. 
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—Handy as a time table 
—Complete as a dictionary 
—Essential as a passport 


How often have you wished to 
know the line of business rep- 
resented by some security in 
which you are interested? 
The exchange on which it is 
listed? 

The ticker symbol? 

The 
standing? 
if any? 
The par value? 
rate? 


When it is payable? 


number of shares out- 


The funded debt, 


The dividend 


Last year’s earnings, and the 
year before? Interim earn- 
ings for this year and last year? 


Last year’s high and low price? 


These are the facts “Adjustable 
Stock Ratings” gives each 
month on all the 1540 leading 
common and preferred stocks 
on the New York Stock Ex- 
change and New York Curb 
Exchange. 


Moreover, terse, analytical com- 
ments, by qualified experts. 
point out the most important 
factors to be considered—leave 
you in no doubt as to your pros- 
pects as an investor. 





112- pages, revised and pub- 
lished monthly, handy pocket 
size—Adjustable Stock Ratings 
is only $2.50 a year — worth 
many times this if you should 
profit by only one hint or sug- 
gestion. 





New Work Stock Exchange 


Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 























The Magazine of Wall Street 
90 Broad Street, New York 


CI enclose $2.50. Send me ADJUST- 
ABLE STOCK RATINGS monthly for 


one year. 


Name 
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1935 1936 
M High Low High Low 
McKesson & Robbins................. 10%, 5% 14%, 85/e 
DNR UNNI, oi ccs cia o's soa cc wncae 42% 24%, 65 40/g 
ee. eee ere he ties jcc. ae 65 
Minn. Moline Power................. Tye 3% 123, 6% 
Monsanto Chemical.................. 943, 55 103 79 
ae 2 ee 4072 21%, 68 3534, 
Se Se ene nen 21% 4%, 223, 14 
Se oe at a eas 
I o's 6 50: 5.0 6 260.050 3673/2 22%, 3834 283/, 
National Cash Register................ 231% 13%, 325% 21 
National Dairy Prod.................. 221, 12 i 281, 21 
National Distillers.................... 3414 231, 3334 2255/2 
5s nip. oo ass ess oho aid ie 36% 2637/2 
National Power & Light............... 14% 4, 1444 9% 
EES 53 sos0n ee asus kes 833, 403, 78 57%, 
lk: “Sa eae eens 36h 18%; 83 32% 
Newport Industries................... 10%, 4 i, 9 
I MINI 66 5s so 9 04:4. 9 is we 9.0 ww 0 9 3514 231% 
North Amer. Aviation............... Ty, 2 141, 6%, 
ie) 
SEMIS 2 sia bin’pinin'o vic Sine sie ae oie 14%, 9%, 18 121/, 
EAN ee ey eae 17% 4% 20%, 121% 
P 
Pacific Gas & Electric................. 3158 131%, 41 30%, 
Packard Motor Car................... Tk 3% 1334 6% 
EID o's ic nn xs ib 0 9h 0 12 8 25 1%, 
 .) 3) 84, 57% 112% 69 
ig ko Soacucica nese 28/2 12% 5634 255% 
Phillips Petroleum................... 40 133%, 523%, 3814, 
Procter & Gamble................... 5334 42 4 6 401/, 
Public Service of N. J................ 46% 20 14 501 39 
Rico Sci3s wiw's'a.9 0194's. k 0 bo 52% as '4 6972 36% 
EN ee re sys aa ies aoe ee bees 17 5% 24% 16 
R 
Radio Corp. of America.............. 13%, 4 14%, 9%, 
Radio-Keith-Orpheum................ 6 1%, 10% 5 
Remington Rand..................... 203/, Cd 25 17% 
ES Peer ee 2034 9 297% 1642 
Reynolds (R. J.) Tob. Cl. B............ 585% 434% 6014 50 
Ss 
Safeway Stores..................005- 3156 4958 27 
Schenley Distillers................... 56%, 2 55% 37%, 
EE sks cv cannes cewea 697%, 31 10114 5952 
Seeees............000 12% hm 9% 1% 
ND os Ss oss ase nade eur 161 sh 281, 143, 
ony-Vacuum Corp................ 153% 10%, 17% 1214 
sone es ee eee ae mee © ee soe a 
ee eee 19% 121% 18% 144, 
Stendard Gas & Elec... 12.22.20. 9% th % Sif 
St SNM So asain ins os aces ses 411f 27%, 477 35 
St MMe:......-. 27s: 33% 3 48% 32% 
Standard Oil of N.J................. 52% 35%, 7072 51% 
ON eee 18%, 6% 241% 1614 
POT... ccc ccccsccccce SED 2% 3077 14%, 
Dons doh v obdeab eons 103, 2%, 15% 9% 
RR hos onG ocinuesoh antes sacs 77 601%, 1 70 
T 
MNS BO esas ok cc SEES Rm 30%, 161 55% 28% 
Texas Gulf Sulphur................... 36% 283, 443/, 33 
Texas Pacific Coal & Oil.............. 9% 3% 15% 7% 
Tide Water Assoc, Oil............... 15% 772 213%, 1435/4 
Timken Detroit Axle................. 134% 4% 27% 121, 
Timken Roller Bearing................ 72%, 283, 74) 56 
Twentieth Century-Fox........... fee 24% 13 38% 22% 
U 
Underwood-Elliott-Fisher.............. 87%, 53%, 102% 7472 
Union Carbide & Carbon.............. 15% 44 10514 71%, 
RR a ER ea 4 14%, 28% 20%, 
United Aircraft................ 3044 9% 324, 20% 
United Carbon........ 8 965, 68 
EBC LEO C4 oly sc ep. cg a 1% 9% 53%, 
EN ee a be sinh 601 87 6614 
SEN aera 9%, 19 14, 
Re Boor G2 wise dualeids wis 40% 125% 8014 
U. S. Industrial Alcohol. ...... 35% 9 31% 
U. S. Pipe & Fdy 143, 63% 21% 
U. S. Rubber..... o% 493/, 1632 
U. S. Smelting, Re 913%, 103% 7214 
U. S. Steel....... a7 79% 467, 
SUPE 35 0. Sh eos 4050 sees o 73% 15434 115% 
Utilities Pw. & LE, Alo... 1 7 31/4 
SE ee eee 11% 30% = 161% 
ES ae re 123, 5% 
Warner Brothers Pictures 10%, 2% 183, 9%, 
Western Union Tel.......... > 2a 2056 96% 72% 
Westinghouse Air Brake.............. 35% 18 50% 34%, 
Westinghouse Elec. & Mfg............ 983, 325% 152% 94) 
CIE G6U Ghumiiks >= s <a 55s b> 5% 9%, 3% 11 6% 
Se ee 65% 51 71 447, 
Worthington Pump & Mach........... 25% 113%, 36%, 23% 
Y 
Yellow Tr. & Coach, B................ 9%, 258 23% 83, 
Youngstown Sh. & Tube.............. 41% 13 875%, 4134 
z 
PINNED SoG nvoet sub adssockcase 14%, 1% 4234, 111% 


* Not including extras. { Paid last year. 


+ Paid this year. 


1937-38 Last 
——- Sale 
High Low 1/19/38 

16% 5¥% 1%, 
721%, 33%, 401% 
0 53 58% 
161/2 4%, 6% 
107%, 71 7 
69 30 343, 
203/, 3 7 
2472 5 113%, 
3334 17 19% 
38% 13 17%, 
261/g 12 151% 
35 17 203/, 
44 18 273/, 
143, 5 7 
991/4 55 59 
98% 29 36 
413/, 101/g 181, 
34% 141, 201, 
173 3 9 
22% 13%, 
2436 6% 11 
38 22 27 
123% 4 5%, 
283, 81 111 
1033/4 5714 10%, 
59% 1814 281% 
64 301, 39% 
65% 43% 50 
5234, 30% 32 
72%, 25% 33% 
243), PE 12% 
123, 4, 658 
101, 2%, 44, 
2912 81 13% 
47/4 121%, 193, 
58 40%, 42% 
46 18 221%, 
51%, 22 23% 
98%, 49%, 61% 
17% 6% 8% 
344, 14% 17% 
231%, 13 15% 
283, Bie 103/g 
161, 7% 8% 
14%, 2% 4 
50 27%, 32 
50 2614 34 
16 42 481, 
21 5% 10% 
33546 6% 9%, 
3 6% 
IM, «44% 55% 
65/2 34%, 42% 
235%, 33 
16/2 53g 83g 
215%, 131%, 14% 
28%, 83, 1234 
79 36 5 
407, 181% 22% 
1001/, 46%, 561 
111 61%, 16 
28% 17 2014 
35% 103, 251% 
91 36% 43 
81 2 3% 
863, 52 61%, 
17 4 101, 
137 53 
43% 116% 21% 
712%, 24 9 
72% 20 28%, 
105 52% 7 
126) 4810 59% 
150 100%, 112% 
4% ¥ 1 
39% 9% 191, 
183/, 3% 7% 
18 4%, 6, 
831, 221, 26%, 
17% 25%, 
167% 87 
1214, we 55, 
65% 34 401/, 
47 12 17% 
37% 7h 13% 
101%, 341 407%, 
43%, 11% 15% 
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(Continued from page 527) 


$9,239,956 against only $922,913 on 


September 30, 1936. Planes manu- 
factured are designed solely for the 
United States Government Army and 
Navy Air Corps, and while develop- 


/ment costs in obtaining business 


have been high, the attainment of a 
heavy production schedule indicate 
greater future profits. The contin- 
ued building up of the air forces 
will unquestionably result in further 
sizable orders for the company’s 
planes, while the subsidiary air 
transport division, Eastern Air 


| Lines, reports well sustained traffic, 


ad growth possibilities here also 
are regarded as excellent. It is main- 
ly in the manufacturing activities of 
the company, however, that near 
term market appeal of the stock is 
to be found. The company’s finances 
are in excellent shape and it is, there- 
fore, admirably equipped to handle 
the indicated heavy volume of busi- 
ness in prospect. Capitalization, 
moreover, is conservative, consisting 
entirely of a single class of stoek, 
outstanding in the amount of 3,435,- 
033 shares. While the establishment 
of the stock on a dividend basis does 
not appear in near term prospect, 
the outlook for increasing volume 
business and earnings lends consid- 
erable speculative appeal to the 
shares at the present time. 





Union Carbide & Carbon Corp. 


Do you believe that Union Carbide offers 
good possibilities for steady growth over the 
next few years? The more I learn of this 
company’s activities, the more I am im- 
pressed; but, being a college professor, I must 
have maximum safety in my investments.— 
L. D., New York, N. Y. 

Producing a wide variety of in- 
dustrial gasses, alloys, carbon prod- 
ucts and chemicals, Union Carbide 
& Carbon Corp. enjoys a diversifica- 
tion of output and markets which 
naturally stand it in good stead dur- 
ing a period of business recession. 
The earnings record of the company 
throughout the depression years was 
an exceptional one, a profit having 
been recorded in each year and divi- 
dends maintained uninterrupted 
throughout the period. In 1931 and 
1932, distributions to shareholders 
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ERE is a fact well known to every 
seasoned investor: 


It is utterly impossible for any per- 
son or organization to supervise ALL 
securities to the best advantage. 


Hence Babson’s Reports focused all 
efforts on certain issues which offered 
the clearest opportunities. 


The practical results of such concen- 
tration have been impressive. For ex- 
ample, in a typical test period covering 
31 months, including the recent sharp 
drop in the market, the Babson Super- 
vised List shows a gain in market 
value of over 46%, while the Dow- 
Jones Composite Average has ad- 
vanced only 31%. 

The stocks and bonds covered by our 
specialized service, are well diversified. 
They are under constant supervision. 
They represent the market’s most care- 


NAME 





{ ADDRESS —__ 


ful selections. I 1 : 
in our List without immediate notice to 


clients. 
been made in our selected list because 


of recent developments. 


Specialized Service 
for Investors 


No change is ever made 


s@7 Important changes have 











Conserve Your Principal 
To increase and protect your income 


and profits is the purpose of Babson’s 


Reports. In the thirty-four years this 
organization has been serving inves- 
tors, improvements have been continu- 
ous. Clients have benefitted steadily. 

Clients profit the most by reading 
the Babson’s Reports regularly, 
not merely at the moment of making 
an investment. 


Write for Special Circular 


Let us show you how this service fits 
your needs and can relieve you of in- 
vestment worries and burdens. 


r Babson’s Reports, Incorporated, Dept. 78-77, Babson Park, Massachusetts I 


Without charge or obligation send full particulars of your Supervised Investment Service and 
explanation of important recent developments in your specialized selection. 


--Babson's Reports-- 





WHY, IMPORTANT 


York State are as follows: 


Abundant, low-cost power 
Nearness to markets 





Unsurpassed transportation facilities 

Investigate New York State as a site for 
| your plant. Write us your problems. Our 
| industrial engineers will make investiga- 


| tions for you and report their findings without obligation. Write Niagara 
| Hudson Power Corporation, 15 Broad Street, New York City. 


NIAGARA Wl HUDSON 


MANUFACTURERS 


ARE MOVING TO NEW YORK STATE 


I; 1937, nationally-known manufacturers spent tens of mil- e 
lions of dollars to locate plants in New York State and to : 

enlarge plants already located here. Some outstanding reasons 
for this increased industrial activity in New 








| 
exceeded actual earnings, this action 
being made possible by the excep- 
tionally strong financial status of 
the organization and the fact that 
there is only one class of stock out- 
standing and a relatively small 
amount of parent company and sub- 
sidiary debt. For the most part, 
however, earnings have run substan- 
tially in excess of dividend declara- 


tions. In 1936 the company recorded 
the highest earnings in its history, 
with the equivalent of $4.14 a share, 
comparing with $3.06 a share in 
1935 and $3.94 in the previous best 
year, 1929. The report of the com- 
pany covering the full year 1937 is 
not as yet available, but for the first 
nine months of the year earnings 
equalled $3.42 a share, against $2.65 





for the like 1936 interval. The com- 
pany’s business is naturally adverse- 
ly affected by declining industrial 
activity, but because of the growing 
markets for many of the products 
produced, the effects are minimized. 
With the company’s stock quoted 
around 78, or approximately 33 
points below the high for 1937, the 
market seems to amply discount 
such earnings decline as may ac- 
company the industrial recession 
now in progress, particularly in the 
steel and related businesses, which 
pormally are important customers of 
the company. Sales of Prestone, the 
motor car anti-freeze manufactured 
by the company, are understood to 
be at record levels and this should 
go a long way toward offsetting 
lower sales in other departments. 
With an excellent past earnings rec- 
ord and a business which enjoys 
adaptability to new _ industrial 
trends, the stock is one which we 
feel should meet vour investment 
requirements. 


American Chain & Cable Co., Inc. 


How do your analysts regard American 
Chain & Cable common? While I am hold- 
ing this stock as a long-pull speculation, I 
have a considerable paper loss, and I have 
begun to fear that earnings may soon taper 
off if automobile production should continue 
to lag—D. A., Denver, Colo. 


American Chain & Cable Co., Inc., 
ranks as the world’s leading manu- 
facturer of chains, its products in- 
cluding practically every type and 
ranging in size from small plumber’s 
chains to anchor chains for ships. 
The well known non-skid “Weed” 
tire chains is one of the company’s 
most widely known lines, the de- 
mand for which is strongly influenced 
by weather conditions. However, the 
company manufactures also a broad 
list of automobile accessories includ- 
ing bumpers, upholstery springs, 
brakes, jacks and cotter pins, and the 
letdown in evidence in the industry 
naturally suggests lower earnings 
from these products. In addition, the 
heavy industries are normally large 
users of the company’s specialty in- 
dustrial chains and cables and the re- 
cession in such businesses also tends 
to detract from the company’s cur- 
rent earning position. During periods 
of relatively normal business activ- 
ity, however, American Chain & 
Cable Co. has shown a remarkable 
earning power; for the _ twelve 
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months ended September 30, 1937, 
earnings on the common, after full 
preferred dividend requirements, 
equalled $3.44 a share. Given any 
improvement in the general business 
picture, therefore, the company’s 
stock should attract sufficient fol- 
lowing to lift it well above existing 
levels. Finances of the company at 
the date of the latest report were 
satisfactory and as a result of con- 
versions of the 5% preferred into 
common, the position of the latter 
has been strengthened in that pre- 
ferred dividend requirements have 
been reduced. The company has re- 
ported that between April 30 and 
October 15, 1937, a total of 40,437 
shares of 5% convertible preferred 
was converted into common, there- 
by reducing the preferred outstand- 
ing at the latter date to 57,397 
shares. Quite obviously, this con- 
version resulted in a considerable 
increase in the amount of common 
outstanding. At the end of 1936, 
there were outstanding 250,517 
shares of common stock, but in May, 
1937, stockholders ratified a stock 
split-up on a_three-for-one basis. 
After allowing for that split-up and 
the conversion already referred to, 
common stock outstanding totalled 
986,707 shares, or the basis on which 
the latest earnings of $3.44 a share 
were figured. In consideration of 
the excellent earnings reported by 
the company under normal indus- 
trial conditions, the shares seem to 
offer sufficient long term attraction 
for retention, despite the fact that 
the near term earnings outlook ap- 
pears unimpressive. 


Glidden Co. 


My sister recently purchased some Glidden 
stock at 20%. She happens to be, above all 
else, an investor who should have good sus- 
tained dividends as well as price apprecia- 
tion. What do you think of her investment? 
What do you think of the company’s earn- 
ings outlook?—K. H., San Francisco, Calif. 


Despite a record volume of busi- 
ness during the fiscal year ended 
October 31, 1937, Glidden Co. re- 
ported a decline in net income from 
$3,085,469 to $2,542,793. Reduced 
to a per share basis on the common 
stock, after preferred requirements, 
earnings last year equalled $2.62 a 
share, against $3.29 a share a year 
before. Earnings during the first ten 
months of the latest fiscal year were 
at a satisfactory level and exceeded 
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those of the preceding year, but ne 
cessitous inventory write-downs at 
the fiscal year-end, rendered the 
showing less favorable than would 
otherwise have been the case. While 
sales and earnings currently ar 
probably running below the like in. f 
terval of last year, the stability of F 
the company’s food business should 
limit further earnings _ recession, 
Sales of paints and chemicals prob- 
ably will continue to taper off in 
line with the slowing down of actiy- 
ity in the building trades and indus. 
try generally. In the event that the 
efforts of the Federal Government 
to stimulate home building and con. 
struction prove successful, consider- 
able stimulus would be given to the 
demand for paints and _ varnish 
manufactured by the company and 
while this is not a near term pros- 
pect, it should not be lost sight of 
in gauging probable future market 
action of the stock. Financial status 
of the company at the close of the 
last fiscal year, or October 31, 1937, 
was fairly satisfactory, with current 
assets of $17,938,327, including cash 
of $1,234,818, comparing with cur- 
rent indebtedr2ss of $5,983,088. 
Bank loans stood at $3,750,000 at 
the date of the latest report. In 
addition to the regular $2 annual 
rate on the common, extras last year 
totalled 60 cents per share. In view 
of the less favorable near-term earn- 
ings prospect, dividends this year 
may total below those of last year, 
but maintenance of payments on a 
relatively favorable rate is expected. 
Since you indicate that income and 
price appreciation are important 
factors, we believe that Glidden 
common should work out satisfac- 
torily, although any marked appre- 
ciation probably must await indica- 
tions of a pickup in the paint and 
chemical divisions. 











Tidewater Associated Oil Co. 


I am a busy physician, with little time to 
study investments. I have been strongly ad- 
vised to buy Tidewater, and my associates 
point to its record net earnings. Your ad- 
vice has been profitable in the past, so will 
you tell me if you recommend buying this 
stock for investment and income now?—B. B., 
Chicago, Illinois. 


While the report of Tidewater As- 
sociated Oil Co. for the full year 1937 
is not as yet available, estimates 
place earnings for the year around 
$2.00 a share on the common stock. 
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Substantial Profits on Small Capital 


Exceptional Short-Term Profit Possibilities are 


Now Open in Low-Priced Common Stocks 


OUND common stocks, low and 
moderate in price, form our 
Unusual Opportunities 
Price alone, however, is not enough. 


Program. 


On account of this very factor, all 
issues considered have to be listed 
on the New York Stock Exchange 
and pass a rigorous test made by 
our analysts. 


Every stock approved must have a 
strong capital structure, outstand- 





above our price limit. Throughout 








10%, Points Profit 
on Boeing Airplane! 


Boeing Airplane . . . an Unusual 
Opportunity . . . was recommended 
at 23 and closed out at 33%... 


over 46% appreciation in 7 weeks. 


This is an illustration of the active, 
leading issues included in our three 
programs for short-term profits. 
All three . . . Trading Advices, Bar- 
gain Indicator and Unusual Op- 


the recent market decline, how- 
ever, these issues have been re- 
analyzed. From this new group, our 
recommendations are being made. 
Now temporarily quoted under 20, 
these stocks can shortly rebound 


into the 25-30 price range. 


Consequently, profits of 5 to 10 
points should be quickly available 
in such issues. They should prove 
most profitable mediums for the 





ing earnings prospects and enjoy 


a broad market. portunities... 


The company 
must be ably managed and rep- 
resent an industry that is going 





already show sizable 
profits to date this year. 


Full consultation on present hold- 
ings is provided at all times. 


replacement of present holdings 
that face an uncertain outlook. 
You may switch 50 shares of e 
stock around 30 into a round lot 


of a stock at 15, and materially 

















ahead. Above all, the issue must 
hold unusual near-term profit —— a 
possibilities. 


Only $625 Required ... This Unusual Opportunities 
Program is one of the most popular provided by THE 
FORECAST. With $625, it may be followed in 10 share 
lots on 50% margin... Of course, 
with a larger amount, you may proportionately increase 
The maximum number of stocks 


a conservative basis. 


your operating unit. 
carried at one time is five. 


Capital or collateral goes a long way in taking advantage 
of these low and moderate priced trading mediums. 


Profits of 5 to 10 Points... Three months ago, many 
stocks were available that met all of our Unusual Op- 


portunity qualifications, except one. They were selling 


enhance your profit prospects. 


2 Stocks Selected . . . Two Unusual Opportunities . . . 
averaging under 20 are about to be recom- 
mended. Commitments will be kept under our continuous 


supervision and we shall advise you by telegram 
or by mail when to close them out and 
whether to keep your funds liquid or make new 
purchases. 


Mail the coupon below to take an advantageous posi- 
tion in these two Unusual Opportunities and our new 
recommendations as decided upon. The sizable units 
which you may purchase ould enable you to take 
immediate and aggressive steps to recover losses anc 


secure substantial profits. 
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This would compare with actual 
earnings equal to $1.11 a common 
share for 1936. In the first nine 
months of the year the company re- 
ported a profit, equal after pre- 
ferred dividend requirements, to 
$1.61 a share on the 6,343,468 shares 
of common stock outstanding, 
against 99 cents a common share on 
5,722,826 common shares a year be- 
fore. Late in 1936 the company 
merged with its two operating sub- 
sidiaries, Tidewater Oil Co. and As- 
sociated Oil Co. and, as a result of 
this merger, is now an operating 
rather than a holding company. 
Sizable economies in both operations 
and taxes resulted from this move. 
In addition, the company carried out 
a refinancing program whereby all 
promissory notes were paid off and 
the then outstanding 6% preferred 
was retired, through the issuance of 
$40,000,000 in 314% debentures and 
500,000 shares of $4.50 convertible 
preferred stock. As a result of this 
financing, working capital position 
was strengthened: as at June 30, last, 
current assets of $59,762,679, in- 
cluding cash alone of $14,791,105, 
compared with current indebtedness 
of $15,876,636. Crude oil reserves 
of the company have been steadily 
expanded and output has increased 
accordingly. An aggressive advertis- 
ing program has proven successful in 
attracting new customers to the com- 
pany’s products and sales volume 
last year is understood to have run 
some 20% above 1936. Accompany- 
ing the improved earnings position of 
the company, the dividend payments 
on the common have been expanded, 
with payments for 1937, including 
extras, totalling $1.20 a 
against total payments of 70 cents a 
share in 1936. With sizable savings 
in interest and preferred dividend re- 
quirements effected through the re- 
financing program already referred 
to, and prospects for sales volume 
-and conditions in the industry gen- 
erally constructive, the junior equity 
of this organization should prove an 
issue well worthy of consideration for 
inclusion in your portfolio. 


share, 





For Profit and Income 





(Continued from page 513) 


outstanding in the amount of $100.- 
600.000. The Erie’s fixed charges 


534 








are some $15,000,000 annually and 
as these were almost earned in 1937, 
it means that the road last year 
covered all charges and interest up 
to and including the Prior Lien 4s 
of 1996 nearly twice over. Although 
precedent shows railroad reorgani- 
zations to be long drawn out affairs 
and it may well be that the holders 
of the Prior Lien 4s will lack a return 
en their capital for some time, it is 
hard to see how they could be dis- 
turbed in reorganization unless there 
should be a further drastic decline in 
revenues. Against the chances of 
this happening there must be 
weighed the probability that the In- 
terstate Commerce Commission will 
favorable decision in the 
pending involving increased 
freight rates. In any event, these 
bonds appear to be worth the fifty 
cents on the dollar at which they are 
selling today. 


render a 
case 





Sperry Corporation 





(Continued from page 507) 


second a wideawake 
and technical staff plus continual in- 
tensive research. 

Due to gradual sale of a block of 
Curtiss-Wright stock held in invest- 
ment account, as well as to consis- 
tent operating profits, Sperry’s net 
working capital has grown each year 
since the company’s formation. Just 
under $3,000,000 at the end of the 
first year, 1933, working capital 
stood at $7,839,000 according to the 
June 30, 1937, report. Cash alone 
of $4,260,000 compared well with 
current liabilities of $2,921,000. Pat- 
ents are carried at $1, while earned 
surplus somewhat exceeded $5,000,- 
000 in mid-1937. Having no debt or 
bank loans, capitalized simply with 
2,015,565 shares of $1 par common 
stock, the company should be able 
to ride through any but a protracted 
spell of bad weather. 

Probably more vital as assurance 
of future well-being are the efforts of 
the management and technical staff 
to keep constantly ahead of develop- 
ments in dozens of distinct fields. 
Any change in the method of han- 
dling a ship, even the remote possi- 
bility of a change, must find Sperry 
engineers working on aparatus to 
meet the new conditions when they 
arrive. Likewise in the aviation in- 


management , 


dustry, where planes are out of date 
before the paint is dulled, Sperry 
must concentrate on problems of the 
future. There is no time to lean 
back and admire a new invention 
when a rival may be on the point of 
bringing out a superior device. 

Research and development ex- 
penses have grown each year, al- 
though the proportion of gross in- 
come from operations so devoted has 
remained fairly steady around 7 to 
9 per cent. It is quite possible that 
the improved working capital posi- 
tion will permit the expenditure of a 
larger portion of future earnings for 
this purpose, penalizing reported net 
income to an increasing degrce. If 
such a forecast should work out cor- 
rectly, the stockholder would not be 
wise to rely upon steady dividends. 
Slack periods would damage earnings 
and prosperous times would mean 
heavier development expenses, turn- 
ing current income back into the 
business to create or insure future 
earning power. 

Total dividends of $1.20 in 1937 
must under the circumstances be 
considered generous. Of the 68 cents 
a share earned in the first half, about 
9 cents resulted from profits on sale 
of securities, 59 cents from opera- 
tions. Assuming that second-half 
operations scored a moderate im- 
provement, total earnings for the 
year should have covered the divi- 
dend by a sufficient margin, yet im- 
posed no heavy tax liability on un- 
distributed profits. 

Prospects for 1938 are definitely 
favorable, with little basis, however, 
for anticipating immediate and spec- 
tacular earnings gains. Marine and 
aviation business appears likely to 
make up for whatever falling off may 
occur in industrial orders, and profit 
margins should continue relatively 
stable. The government’s efforts to 
reinvigorate our merchant marine 
should take two 
new building and a larger number of 
ships in use; second, more economi- 
cal and safer operating methods. 
Both will mean increased use of 
Sperry products. Almost exactly 
similar conditions should aid the 
aircraft equipment division, but in 
this case, the growth should be more 
obvious and better publicized. As 
an example of the possibilities, there 
is the recent achievement of the 
Army Air Corps. Three men went 
up in an old Army plane, connected 
the Sperry gyro-pilot and set it to 


directions—first, 
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follow a radio beam from a station a 
few miles distant. Without other 
guidance of any kind, the plane trav- 
eled along the radio beam and made 
a perfect landing. Although radical, 
this feat is probably a mere sam- 
Of course, 


under way will step up 
demands for Sperry equipment. The 
Vinson-Trammel Act limits profits 
on U. S. Navy work to 10%, but 
many of the company’s products are 
already exempted from its provi- 
sions. Should the Act be repealed, 
as seems quite probable, the growing 
volume of Navy work will be increas- 
ingly important. 

The action of the stock has been 
almost as interesting as the com- 
pany’s career. After making highs 
very close to 24 in each of the last 


P iwo years, and after a severe drop 
» last October, 


the issue has been edg- 
ing up into the territory which has 
previously proved the stopping 
point. Exactly this sort of resistance 
toageneral market decline has often 
been the clue in the past to a coming 
upswing. For those who appreciate 
the risks such an issue as Sperry 
Corp. should have strong appeal as a 
medium-term holding. 





As I See It! 





(Continued from page 477) 
are unfortunately not militant. They 
are appalled and numbed before the 
onslaught of such destructive prac- 
tices. 

And the people in those countries 
will gain nothing in the long run as 
persecution will not end with the 
Jews. Already the Nazis have 
turned to plunder the Catholics 
whose wealth and property are great, 
and finally all the citizens will be 
milked to keep in power a group of 
bandits who will enslave the people 
as they are in Russia. Darkness will 
settle over the race and the jungle 
law will once more return in the 
struggle for subsistence. 

Certainly the intelligence of civil- 
ized people is great enough to meet 
the cunning of degenerates in control 
and no matter at what sacrifice we 
should rise and exterminate these 
creatures and send them back to the 
prince of darkness, their 
father, 


who. is 
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Which Would You Buy? 





(Continued from page 518) 


The two charts on Page 518 rep- 
resent the market behavior of Com- 
pany A— Packard Motor —and 
Company B—Republic Steel—dur- 
ing September-November, 1936. The 
charts below are continuations of 
those on Page 518. From them it is 
obvious that Republic was the win- 
ner. Although both issues formed 










the bearish head and shoulders pat- 
terns, Republic completely reversed 
its picture by going through the 
old high or “head” to 2644. Both 
had quadruple bottoms, Republic’s 
unviolated, Packard’s decisively 
broken. Note also that days of 
heavy volume produced good gains 
for Republic, usually into new high 
ground, as contrasted with the fail- 
ure of heavy turnover to push Pack- 
ard ahead. Republic purchased on 
the break-out at 2644 would have 
shown about 80 per cent profit with- 
in four months, Packard none. 
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COMING FEATURE OF 


IMPORTANCE 


What Should the Holder of Rails and Public 
Utilities Do Now? 
By J. S. WILLIAMS 


A realistic approach to the question which confronts everybody—directly as a holder 
of rail or utility securities or indirectly through insurance 
policies, savings, etc. 
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Forthcoming Dividend 





Meetings 

Company Time 
Addressograph-Multigraph*............ 11:00 
Amalgamated Leather new pfd*..... 3:45 
American Radiator & S.S Pid. & Com*. 4:30 
American Steel Foundries............. 11:00 
American Water Works & El.*......... 11:00 
Artloom Corp. Pfd.*..... . 3:00 
Atlantic Refining*.................. ~-—- 
i nn 
Bendix Aviation*.................... —— 
Bigelow Sanford Carpet Pid. & Com.*. ..—— 
Brooklyn Edison... . . 1:30 
Se eee. 10:00 
Bacyeu-Erie Pid.*.................... — 
Butler Bros. Pid. & Com............... ee 
ON ee 1:00 
Chicago Corp. Pfd................... 3:00 
Chrysler Corp......... Sa cwe aoe 3:30 
City Ice & Fuel Pid. & Com............ —— 
Collins & Aikman Pfd. & Com.......... 2:30 
Columbia Pictures VTC & Com.* 3:00 
Columbian Carbon. .... 10:30 
Congoleum Nairn*.... 2:00 
Consolidated Edison*................. 9:15 
Crown Cork & Seal Pfd. & Com 4:00 
Crum & Foster Pid. & Com 10:30 
Cushman's Sons, $7 Pfd.. . ...10:00 
Devoe & Raynolds Pfd. & Com.*....... 9:30 
Eastman Kodak Pfd. & Com... 12:00 
Fajardo Sugar*......... a 
Federal Light & Traction Pfd 2:00 
Firestone Tire & Rubber* ...— 
General Motors Pfd. & Com ee 


Goodyear Tire & Rub. Conv. Pfd. & Com.*10:00 
Harbison-Walker Refrac. Pid. & Com.*. .11:00 


Hazel Atlas Glass*................. 
Hiram Walker-G. & W. Pid. & Com.*.. . 


Hollinger Consolidated Gold Mines*. .. ——— 


Homestake Mining*.................. 3:00 
International Nickel.................. 2:30 
Ri a ee 11:00 
Kaufmann Dept. Store Pfd.*. . 3:00 
hy NL a ea a 9:30 
Kresge (S. S.) Co.*..... 9:00 
ee 3:30 
Lone Star Gas*........ ....— 
Minneapolis-Honeywell Reg. Pfd.*... . .10:00 
nara a s 
Mullins Manufacturing Pfd 1:30 
ok 11:00 
New York Air Brake*. . . . a 
Newberry (J. J.).... — 
Ohio Oil Pfd.* 10:30 
Penick & Ford........... 3:30 
Penney (J. C.)*... 10:00 
Phelps Dodge*........ : 2:00 
Procter & Gamble Pfd..... 1:45 
Purity Bakeries... .. 11:00 
Sears, Roebuck & Co.* — 
Shattuck (F. G.)*.. . — 
Socony-Vacuum.......... . 10:30 
Standard Oil of Calif.*.... 11:00 
Standard Oil of Ind.*...... . 9:30 
Timken-Detroit Axle Pfd.* 10:00 
Timken Roller Bearing. ... . . .. 1:00 
Underwood-Elliott-Fisher. . ... 12:00 
Union Bag & Paper*. . 12:00 
Union Tank Car......... — 
Van Raalte Pid. & Com.* 11:00 


Vick Chomlodl*............002 
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The Way to the Next 
Production Peak 





(Continued from page 484) 


in consumers’ durable goods, are not 
low. In the absence of any dy- 
namically inflationary step, which 
the Administration does not wish, it 
will probably require additional time 
—possibly several months—for in- 
ventories to be worked down. 

But meanwhile, if the Government 
desires the earliest possible start of 
recovery, it is imperative that it 
make every effort to convince busi- 
ness men that the bottom of price de- 
flation has been seen and that a foun- 
dation for recovery is being built. 
Is the Administration working in 
this direction? Not at all. Indeed, 
it is creating more doubt in the 
minds of business men by hinting 
that this or that price and this or 
that wage is tuv high and must be 
adjusted downward. Deflationary 
adjustments of prices and wages 
never brought an early end to any 
depression and never will. 

Last spring the President under- 
estimated his ability to bring on a 
deflation. Judging by his actions, 
he now underestimates his ability 
to right matters. Assume the fol- 
lowing developments: (1) a state- 
ment from the President that he 
considers the prevailing commodity 
price level too low, that the policy 
of the Government will be to seek 
to prevent it going lower and that 
Federal expenditures will be directed 
with such aim in mind; (2) action 
by the Reserve Board to lower mem- 
ber bank reserve requirements, thus 
reversing the highly deflationary 
move into which bad judgment led 
it in the closing months of 1936 
and thus putting strong pressure on 
the banks to expand investment 
holdings; (3) action by the Treasury 
to de-sterilize the more than $1,200,- 
000,000 of gold locked up in its in- 
active account, thus reversing an- 
other deflationary move which was 
made in the erroneous belief that a 
private credit debauch was in the 
offing; (4) an Administration an- 
nouncement that the full power of 
the Treasury’s resources and of Re- 
serve Board credit policy will be util- 
ized, if necessary, to maintain eco- 
nomic status quo, pending needed 
adjustment of business inventories. 





The danger of an inflationary 
boom — while real, is essentially 
long term hazard. The purpose of 
the simple, short-range program suy. 
gested here would be to end the de. 
flation psychology now gripping the 
collective business mind and to re. 
place it with hope. Assuming such 
a program can get recovery started 
by spring—and we believe it could— 
the next and far bigger problem is to 
devise Federal policies under which 
private capital and private credit can 
keep the ball rolling without rushing 
it to speculative excess or over-ex- 
pansion. Here we are on difficult 
and controversial ground. 
Nevertheless we can agree on the 
elementary principle that the flow of 
capital into productive endeavor is, 
obviously, the very life blood of the 
capitalist system. Bank credit, 


whether borrowed by the Govern & 


ment, by individuals or by corpora- 
tions is not a sound substitute for 
the formation of capital via the route 
of re-invested profits or savings, 
Whenever a major portion of credit 
flows either into security invest- 
ments or into loans for other than 
short term commercial and industrial 
use we have credit inflation, pure 
and simple—and there never has 
been a credit inflation that was not 





carried too far, thereby inventing the fF 
subsequent ultimate deflation. For 


sound economic progress we need 
the steadiest possible flow of capital 
into new enterprises and into expan- 
sion or betterment of existing enter- 
prises. This is the gasoline that runs 
the capitalist machine, while bank 
credit should be considered as the 
lubricating oil. 

If one measures the Roosevelt re- 
covery in terms of the formation and 
investment of private capital, the 
plain reality is that we have had no 
recovery. Moreover, the capitalist 
system has now been deprived of its 
motive power ever since 1929 or for 
more than eight years—probably the 
longest period of starvation it has 
ever known. From 1929 to early 
1933 there was a huge net shrinkage 
of capital under the impact of our 
worst deflation. In the aggregate 
there was no formation of capital in 
those years and no flow of capital 
into productive endeavor. From 
1933 to date the opportunity for 
normal formation and investment 
of capital has been denied by the 
policies of an Administration which 
neither understands the capitalist 
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system nor, apparently, believes in it 
at heart. 

A Government which must neces- 
sarily live on the income produced by 
the capitalist system—until it de- 
yises an effective substitute system 
—has in innumerable ways discour- 
aged and prevented normal invest- 
men of capital. The major tan- 
gible restrictions imposed have been 
radically raised income taxes on 
the wealthy, a capital gains tax so 
onerous that it retards investment 
and thereby destroys far more 
Federal revenue than it produces, 
and the utterly fallacious tax on un- 
distributed corporate earnings. The 
paralyzing effect of these restrictions 
can be understod when it is realized 
that our business enterprises them- 
selves and the minority of wealthy 
persons always have been the source 
of the major supply of capital—the 
seed corn—which has financed the 
country’s long term economic expan- 
sion. 

Retard re-investment of the sur- 
plus earnings of business enterprise 
and take away from the wealthy vir- 
tually all inducement to invest in 
anything save tax-exempt bonds— 
and you have stuck a knife in the 
heart of the capitalist system. That 
is what the Roosevelt Government 
has done, and that is why the more 
abundant life that it has promised 
the common man remains a mirage. 

Add to that more than four years 
of ceaseless verbal assault on busi- 
ness men, four years in which every 
session of Congress has found the 
Administration crusading for more 


tax tinkering or more experimental 
operations on the economic guinea- 
pig, four years of nonchalant Roose- 
veltian zig-zagging from Right to 
Left and back again, four years in 
which no business man and no in- 
vestor has been able to fathom the 
inner mind of the President—and 
you have adequate explanation of 
the malaise now gripping the capi- 
talist system. 

The writer believes in the capital- 
ist system; believes it holds more 
promise for the average man than 
any other system; and believes that 
such abuses and evils as exist in it 
can be removed in the democratic 
manner by sane reform in a sane, 
step-by-step tempo. Only in that 
way can an acceptable transition to 
a better economic system be effected 
over a long period of years. Mean- 
while, we have had more whirling- 
dervish reform and experimentation 
crowded into a brief span of time 
than any economic system could 
stand—and the most badly needed 
of all reforms at the moment is a 
moratorium on all economic experi- 
mentation until the nation has 
caught its breath and our production 
system is functioning again. 

If our people want more of gov- 
ernment-run-everything or a genuine 
collectivist system, they can have it. 
But they can have it only with the 
transitional accompaniment of acute 
and protracted depression and social 
crisis. They can not ride pleasantly 
into a new and alien system on the 
back of a privately-financed capital- 
ist recovery. 
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into a new group, “Containers,” to 
which Container Corp. has also been 
transferred from the “Unclassified” 
group. 

One of the two components of the 
old “Carbon & Natural Gas” group 
has been dropped for inactivity, and 
the remaining issue transferred to 
the “Unclassified” group. 

The “Household Equipment” 
group has become too heterogeneous 
to possess much economic signifi- 
cance; so that its three component 
issues have been re-distributed 
among other groups. 

In order to preserve the economic 
significance of the “Gold Mining” 
group, South American Gold & Plati- 
num, which was added last year, 
has been transferred this year to the 
“Metals, non-ferrous” group, and 
the High, Low and Close of the 
“Gold Mining” group re-calculated 
for 1937. 

None of the foregoing changes 
have any effect upon the continuity 
of the Combined Average. 

It should be noted that the “Un- 
classified” group, made up of issues 
which can not logically be assigned 
to any of our standard industrial 
groups, will be based each year upon 
closing prices of the preceding year 
as 100, and not linked back to 1925 





Dividends 


Recently Declared 








Stock of Stock of 
Corporation Rate Period Record Payable Corporation Rate Period Record Payable 
Amold Constable... .. . 0.25 1/27 1/28 Kress (S. H.) Special Pfd. . 0.60 Q 1/21 2/1 
Atlas Plywood. . 0.25 <a 1/25 2/15 Loew's, Inc. Pfd.... 6.50 Q 1/29 2/15 
Atlas Plywood Pfd 1.25 Q 1/25 7 4 Ludlum Steel...... 0.25 1/31 2/15 
Burroughs Adding Machine 0.20 1/29 3/ 5 McLellan Stores. . . 0.40 1/20 1/25 
Byron Jackson 0.50 na 1/31 2/15 Nash Kelvinator........... 0.121% 1/31 2/21 
Celotex Pfd. 5.00 Q 1/29 2/1 Natural Power & Light 0.60 Q 1/31 3/74 
Continental Can 0.50 1/25 2/15 Owens-Illinois Glass... . 0.25 1/29 2/15 
Distillers Corp.-Seagrams Pfd 5.00 Q 1/21 2/1 Pacific Gas & El. 6% Pfd..... 1.50 1/31 2/15 
General Foods 2.00 Q 1/25 2,15 Pacific Gas & El 514% Pld 1.37% 1/31 2/15 
Gorham Mfg... ... 1.25 1/18 1/26 Public Service of N. J. 6% Pld 6.00 M 1/28 2/15 
Hat Corp. Class A... . 0.20 1/20 2/1 Reynolds Tobacco B. & Com. 0.60 1/25 2/15 
Hat Corp. Class B 0.20 - 1/20 2/1 Union Oil of Calif... .. 1.20 Q 1/24 210 
Hat Corp. Pfd 6.50 Q 1/20 2/1 S—Semi-Annually. 
Interchemical Corp. Pfd 6.00 Q 1/25 » i M—Monthly. 
Interstate Dept. Store Pfd 7.00 Q 1/24 1/26 Q—Quarterly. 
Kress (S. H.) & Co 1.60 Q 1/21 a; All declarations are on common stocks unless otherwise noted. 
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closing prices, as are most of the 
other groups. For this reason, High 
and Low records for the preceding 
year are left blank. Since the “Un- 
classified” group moves roughly 
with the market as a whole, it may 
be regarded as a miniature “Com- 
bined Average”; but, being based 
upon 1937 closing prices as 100, its 
movements will show more clearly 
and directly than the “Combined 
Average” how much the market is 
up or down on the vear. In other 
words, the “Unclassified” group will 
be found useful as an approximate 
“current year index” of the general 
market (please see third paragraph 


below). 
Computing the Index 


In response to many inquiries we 
present herewith a complete list of 


issues included in the 1938 Price 
Index, together with the following 


brief explanation of how the Index 
is computed: 

Each group index, including the 
Combined Average. is derived sepa- 
rately, as follows: 

First determine the price index of 
ezch component issue by finding the 
percentage ratio of its closing price 
for the current week to its closing 
price for the preceding year, and 
then find the unweighted, arithmetic 
average of these individual indexes. 
This gives an auxiliary index, called 
the “current year index.” Finally, 
multiply this current year index by 
the group’s closing index for the 
previous year, and divide by 100. 
The result will be the group’s “secu- 
lar index,” as published. 

The Price Index is compensated, 
by customary methods, for all stock 
dividends, split-ups and rights which 
ure valued at 10% or more of the 
stocks’ market price immediately 
after selling “Ex.” 


Secular Movements 


The accompanying tabulation of 
secular movements presents a rather 
interesting epitome of the broad 
swings in the Combined Average 
and its component industrial sub- 
groups from the pinnacle of the 
1926-9 boom, down to the depths 
of the 1930-5 depression, through 
the slow 1932-7 recovery, and down 
again to 1937 closing prices. The 
two most striking characteristics of 
this remarkable record are the uni- 
versality with which stocks succumb 
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to a major decline in the general 
market and the great irregularity of 
recovery. 

Six groups—Containers, Fimance 
Cos., Gold Mining, Meat Packing, 
Non-Ferrous Metals and Variety 
Stores—sold higher during the re- 
covery than the peaks reached dur- 
ing the 1926-9 boom. A few indus- 
tries—notably Amusements, Auto- 
mobiles, Baking, Food Stores, In- 
vestment Trusts, Mail Order, Paper, 
Public Utilities, Radio, Realty, 
Tires & Rubber—have been. for vari- 
ous reasons, relatively slow in recov- 
ering. The Food Store group in 
1937 actually fell below the 1930-5 
low. Phenomenal strength during 
the recovery has been shown by the 
Gold Mining group, which closed 
last year at 11.2 times the level 
obtaining only a dozen years earlier. 

Obviously it will well repay in- 
vestors to study long range indus- 
trial trends and to gauge their com- 
mitments accordingly; though there 
are always individual companies 
which fare much better or worse 
than the industry as a whole. 

One of the most encouraging les- 
sons to be learned from such a study 
of secular movements is that, New 
Deal or Old Deal, fresh opportuni- 
ties for the discerning must continue 
to open up in the future, as they 
have in the past—so long as there 
are stocks and bonds to buy and 
sell. 
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poly and that anyone reasoning that 
they do cannot be taken seriously 
until he has shown not only that 
uniformity exists but that the uni- 
formity is also at an unconscionably 
high level. 

Nevertheless it is to be doubted 
whether this reasoning will prevent 
a governmental investigation and 
perhaps suits against leading steel 
companies, building material manu- 
facturers, oil companies and others. 


Ownership Monopoly 


Under the ardent tutelage of our 
New Deal politicians the meaning 
of the word “monopoly” has been ex- 
panded beyond a strict dictionary 
definition. It seems that today in 
the United States it can be made to 


connote great aggregations of wealth 
or power. In other words, it is being 
made to mean not only an exclusive 
right which is exploited by the own. 
er, but any exceptional wealth or 
power whether or not it happens to 
be abused. 

Though this interpretation js 
being made by others, no harm can 
result from an examination of its 
merits. Apparently, all great. cor- 
porations are monopolistic accord- 
ing to the new standard. Therefore. 
it is argued, they must be curbed in 
every way possible and the Govern- 
ment has in its power to tax an ex- 
ceedingly potent weapon. Why will 
our legislators not realize, however, 
that when they strike a big corpora- 
tion the blow does not fall on a great 
inanimate monster and stop there, 
but is carried through to countless 
thousands of small, middle-class and 
middle-aged individuals who have 
invested in the corporation’s secutri- 
ties. 

It is not even as if, by hurting a 
big corporation, there is any worth- 
while damage done to the “economic 
royalists” at the head of it. Million- 
aires are never wounded mortally by 
laws aimed at the concentration of 
wealth: they are merely inconve- 
nienced. Cut a fortune of ten mil- 
lion dollars in half and what does it 
mean to the owner? Nothing. Cut 
a salary of two hundred thousand 
dollars in half, or even a salary of a 
hundred thousand dollars, and what 
does that mean? But slice a few 
thousand dollars in savings in half, 
or so persecute an employing cor- 
poration that thousands of men are 
laid off and the salaries of the re- 
mainder reduced and_ one _ has 
brought about real suffering. 

Take some of our big corporations 
at random. The American Associa- 
tion of Investors, Inc., has just pre- 
pared a survey that shows the Amer- 
ican Telephone & Telegraph Co., in- 
cluding Western Electric to average 
more than 300,000 employees and 
more than 600,000 stockholders 
owing a hundred shares or less. The 
du Pont Company averages more 
than 50,000 employees, while stock- 
holders owning a hundred shares or 
less number some 65,000. Then 
there is General Motors with 260,000 
employees and 330,000 small stock- 
holders, Standard Oil (New Jersey) 
with 49,000 employees and 96,000 
small stockholders, Swift & Co. with 
63,000 employees and 48,000 small 
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stockholders. One can go on indefi- 
nitely showing how truely wide- 
spread is the ownership in our big 
corporations and how large a factor 
they are in the employment of labor. 
It is quite clear that when the Gov- 
ernment attacks big business in the 
guise of monopoly it is pursuing a 
policy which may well do untold 
damage to those whom the policy is 
supposed to be benefiting. 
* * * 

Finally, one might ask in what 
ways and to what extent is the in- 
dividual affected by this swarming 
anthill of “monopolies” which are 
charged to exist? Does any mate- 
rial proportion of his annual food bill 
represent the excessive charges of 
“monopoly”? If it does, then mo- 
nopolistic practices fostered by the 








Government in various farm boards 
and agricultural laws may be blamed 
for quite 90% of the excessive price 
of foodstuffs. Or, take rent: it may 
well be that the average family pays 
too much for their housing partly 
because the original costs of con- 
struction were over-high in the first 
place. But how much of the origi- 
nal cost ean be laid at the door of 
monopolies exercised by suppliers 
of materials and how much did the 
monopolistic practices of labor 
unions absorb—the latter being fos- 
tered by the Government itself? 
And so it will be found to be all 
down the line. Taxes, together with 
the monopolies for which the Gov- 
ernment itself is responsible, hit the 
average man a thousand times hard- 
er than any monopolistic practices 
which might exist in private indus- 
tries. Our politicians are having a 
grand time jousting at windmills, but 
even assuming that they are amused 
thereby, is it not about time they 
forget their own entertainment and 
attack something worthwhile? 





Inflation's Fuse Awaits the 
Match 
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there has been laid the groundwork 
for about as wild an inflation as the 
world has ever seen, but so far the 
lid has been kept on by the controls 
of a dictatorship. While the degree 
has been less, the principle has been 
the same and our own Government 
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by taxation, regulation, exhortation, 
recrimination and, at times, down- 
right persecution dampened out the 
incipient inflation of a year ago. 

Naturally, if the Government can 
take unto itself more power (as is 
shown by Germany) it can take a 
great deal more inflationary action 
without there being much visible in- 
flation. But what a sorry choice it 
is if a great country has to choose 
between a Nazi-like dictatorship 
and the miseries of inflation. 

While we may appear to have 
gone somewhat far afield, this ques- 
tion of governmental control does 
have a most important bearing on 
our subject, for the more “control” 
there is, the more time will elapse 
before we harvest the results of our 
inflationary actions. The point to 
he made here, however, is that the 
harvest is inevitable and the longer 
we continue to take inflationary ac- 
tions and then stop them from hav- 
ing their normal effects, the worse 
the final explosion will be. Because 
the day of reckoning was put off by 
the events of a year ago, does not 
mean that it can be put off indefi- 
nitely and anyone who thinks so is 
living in a fool’s paradise. 

Events thus far indicate that the 
probable train of events will be 
something like this: if necessary the 
present Administration will take 
enough inflationary action to assure 
a considerable improvement in busi- 
ness at least before the end of the 
present year. However, there will 
probably be no marked increase in 
prices because of stocks on hand, 
surplus capacity and the “reform” 
aspects of the Government’s pro- 
gram. Should the improvement be 
followed by another slump, the tac- 
tics may be repeated. The real dan- 
ger will come when the country 
either refuses to give the Adminis- 
tration the additional powers which 
will be necessary to keep a price and 
business boom within bounds, or re- 
pudiates the “New Deal” entirely, 
putting in its place a Government 
which is pro-business. We shall then 
have a boom, about which for a 
while everyone will be happy. It 
will be accompanied by a tremen- 
dous increase in the cost of living 
which will finally outrun higher 
wages and salaries. Finally, there 
will be collapse, not necessarily with 
the dollar worthless, but with its 
purchasing power permanently im- 
paired. 
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Electric 1st & Ref. 344s of 1967. 

When you actually retire, how- 
ever, we will suggest increasing the 
proportion of bonds held with a con- 
sequent lowering of the proportion 
of common stocks. 

A third inquiry comes from a con- 
servative accountant. He has always 
made outright purchases but recent- 
ly, so that he could send his son to 
college, borrowed $1,500 on his se- 
curities which amounted to $25,500. 
Conservative enough! A death in 
his family left him an inheritance of 
about $47,000. The funds were not 
to be forthcoming at once, but were 
expected in about six months. He 
reasoned that the market was a buy. 
Consequently would it be wise for 
him to extend his debit $8,000 or 
$10,000 in the hope of building up 
his capital, so that when he obtained 
his inheritance he could pay up the 
balance and own his stocks outright. 
just as he always had in the past. 

Why not? This seems a prudent 
procedure, particularly since it is 
done with full recognition of the risk 
invelved. 

Each of these cases presents dif- 
ferent angles but all of them demand 
penetrating watchfulness. New con- 
ditions arise that influence the mar- 
ket trend — increased or decreased 
earnings — labor problems affecting 
industry—foreign news—politics— 
war scares—armament programs— 
the gold question. Eternal vigilance 
is the price of safety! 





Uptrend Stocks to Buy 
Downtrend Stocks to Avoid 
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by the Segal Safety Razor Corpora- 
tion, one of the not infrequent dis- 
putes as to who holds first claim on 
this or that innovation in safety 
razor design. 

While Gillette’s financial position 
has been comfortably maintained, 
current yields of approximately 
8.6% on its 5% preferred stock and 
of 10% on the common stock may be 
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considered to reflect a more than 
slightly speculative outlook. 





National Dairy Products Corp. 


The fluid milk business has in- 
creasingly partaken of the nature of 
a public utility, subject to endless 
public clamor and recurrent politi- 
cal intervention. The big milk dis- 
tributors are caught between two 
hot fires. On the one end is politi- 
cally supported agitation for lower 
prices to the consumer. On the other 
end is politically supported agitation 
for higher prices to the dairy far- 
mer. As a result, such products as 
ice cream, cheese, canned and con- 
censed milk, powdered milk, etc., 
have to be relied on to support Na- 
tional Dairy Products in part of the 
style that it used to be accustomed 
to, while it faithfully delivers milk 
at your door for a fraction of a cent 
profit per bottle or, at times, no 
profit at all. 

There has been no important 
shrinkage in the volume of the busi- 
ness. Dollar sales for the vear ended 
last June 30, the latest official re- 
port, were approximately $342,000,- 
000, representing a new high in phy- 
sical units, but comparing with sales 
of $374,000,000 at the higher price 
level of 1929. Profit margin, how- 
ever, has been whittled severely as 
compared with former vears of high 
earning power. The company’s top 
year was 1930, with balance of $25,- 
470,000 or $4.10 per share available 
for the common stock. In 1932 this 
had fallen to $11.787,000 or $1.88 
per share. The first two vears of 
the New Deal recovery meant noth- 
ing to National Dairy. for 1933 and 
1934, respectively. saw net for the 
common fall to $1.01 per share and 
to 94 cents per share. This advanced 
to $1.38 per share in 1935 and to 
$2.01 per share in 1936. Last No- 
vember the chief officer of the com- 
pany stated that the 1937 earnings 
would cover the $1.20 regular divi- 
dend but by a smaller margin than 
in 1936. He added that, apart from 
3 per cent increase in cost of raw 
materials. higher wages and Social 
Security taxes had increased costs by 
equivalent of $1.25 per share. 

Apparently, then. the dividend is 
not in danger and the vield at cur- 
rent price of 15 is 8 per cent. In 
our opinion the stock is not among 
those likely to recover former earn- 
ing power. 
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Lambert Company 


To justify ranking this issue as a 
downtrend stock, one need only note 
that earnings available for the stock 
established a peak of $7,132,000 in 
1930 and that every year since then 
has recorded a shrinkage. By 1932 
net income had fallen to $3,788,000. 
By 1934 it had dropped to $2,206,- 
000. By 1936 it had slid down to 
$1,272,000. For the nine months 
ended last September 30, profit was 
$1,082,000, equal to $1.45 per com- 
mon share. This was a small gain 
over the $1,023,000 or $1.37 per 
share shown for the first nine months 
of 1936. That it represented a sig- 
nificant turn for the better in the 
company’s position is to be doubted, 
since the third quarter showing was 
a bit under that in the third quar- 
ter of 1936 and since the fourth 
quarter—which brought a_ general 
economic slump—is yet to be heard 
from. 

The former $8 dividend has been 
repeatedly reduced, even though sur- 
plus was drawn upon in recent years 
in maintaining relatively generous 
distributions. Total payments last 
year amounted to $2 and most re- 
cent quarterly dividend was 3714 
cents or at annual rate of $1.50. 

The company’s major product is 
“Listerine.” extensively advertised 
as a mouth wash and hair dressing. 
Under the same trademark it sells 
tooth paste, tooth powder and shav- 
ing cream; and under other trade- 
marks sells a line of shaving, tooth 
and other brushes. Promotional 
costs are high and competition is 
intensive both from other trade- 
marked products in the same field 
and from private brands which are 
successfully stressing economy. The 
stock is devoid of appeal. 





Fairbanks, Morse—A Stake 
in Diesel Power 
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The company’s line of weighing 
apparatus ranges in size from small 
laboratory scales to railroad track 
scales with a capacity of 500 tons 
and include counter and household 
scales, and industrial scales which 
weigh materials passing over mov- 
ing belts or which ingeniously em- 
ploy the recently developed photo- 


electric cells to provide automatic 
control of weighing. 

The company has been manufac. 
turing electric equipment since 1906 
and at the present time produces a 
complete line of electric motors 
suitable for a-c and d-c use and 
running in size from fractional to 
10,000 horse-power. Electric prod- 
ucts also include generators and 
magnetos. Although the bulk of the 
output of magnetos is sold to other 
manufacturers, a sizable portion of 
the company’s production of electric 
motors and generators is sold with 
the company’s diesel engines and 
pumping equipment. 

Pumps and auxiliary pumping 
equipment have been an_ integral 
part of the company’s business for 
forty-five years. This division sup- 
plies power, steam, centrifugal, ro- 
tary, propeller and deep well turbine 
pumps used extensively in numer- 
ous municipal and industrial appli- 
cations. 

Railroad equipment includes axle- 
driven generators and motors for air 
conditioning cars as well as a line 
of track and general maintenance 
supplies. 

The company also constructs loco- 
motive coaling stations, storage sys- 
tems, cinder conveyors and sand 
plants. 

Fairbanks, Morse products sold to 
urban and rural customers include 
water systems, engines, light plants, 
wind-mills, feed mills, automatic 
coal stokers, electric refrigerators 
and the company acts as a distrib- 
uting agency for washing and iron- 
ing machines manufactured by other 
companies. Fairbanks, Morse, dur- 
ing the past several years, has devel- 
oped equipment for air conditioning 
stores, offices and residences. Re- 
cently the company has announced 
that it will conduct an extensive 
campaign advertising its air condi- 
tioning facilities. 

From the preceding summary of 
Fairbanks, Morse products it is ap- 
parent that the company produces 
a diversified and largely complemen- 
tary line of products, most of which 
are supplied to other industrial 
manufacturers and fall in the “dur- 
able goods” category. They are 
products for which the demand is 
extremely sensitive to the general 
state of business and the willingness 
and ability of industrial managers 
to spend capital funds for replace- 
ments and new facilities. 
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As a consequence, earnings of 
Fairbanks, Morse have fluctuated 
widely. In 1931 sales dropped more 
than 30 per cent from the preceding 
vear; in 1932 they dropped 45 per 
cent. In 1931 and 1932, the com- 
pany’s operating deficits aggregated 
§3,800,000 and total deficits after all 
in the 


ed to nearly $9,000,000. During 
1933, however, the management was 
apparently successful in introducing 


| important operating economies, for 


while sales in that vear recovered 
less than 4 per cent, the operating 
deficit was held down to less than 


| $480,000 as compared with the de- 


ficit of $1,520,000 in the previous 
year. As a result the company’s 
“pay-pomt™ was appreciably low- 


| ered and in 1934. on sales of $12.- 


551,466, it was able to show a profit 


| of $563,847, whereas with sales in 


1931 of some $15.600,000, the com- 
pany showed an operating loss of 
$1,800,000. The improved showing 
was also aided by revised methods 
of depreciation, the amount written 
off for depreciation in 1934 having 
heen $228,483 less than would have 


been the case on the basis of 
straight-line depreciation. 
By 1935 sales had risen some 


$10,000,000 from their low point in 
1932 and net income in that year 
totaled $1,465,779. Encouraged by 
the extent of the recovery, a plan of 
recapitalization was formulated for 
the discharge of $24.50 in accumu- 
lated dividends on the 7 per cent 
preferred stock. Holders of the 7 per 
cent preferred shares were invited 
to exchange their stock for 1 share 
of new 6 per cent preferred, plus 1 
share of common and $2 in cash in 
lieu of accumulated dividends. The 
new preferred shares the 
privilege of converting into the com- 
mon stock on the basis of 3 shares 
of common for each share of pre- 
ferred up to February 28, 1937; 214 
shares to February 28, 1939; and 2 
shares of common to February 28, 
1941. Up to March 1, 1937, all but 
11,153 shares of preferred stock had 
been converted into common and 
the outstanding common shares to- 
taled 598,038. Total funded debt is 
comprised of $5,772,700 4 per cent 
debentures due 1956. 

In 1936, sales increased $8,600,- 
000, the total of $26,828,000 being 
about $2,700,000 better than the 
1930 volume. In 1930, moreover, 


carried 
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the company’s net profit was less 
than $900,000 whereas in 1936 net 
profits taxes in the latter year, net 
would have been about $100,000 
more than in 1929, and the largest 
since the company’s peak years in 
1925 and 1926. 

The portion of net income avail- 
able for the common stock in 1936 
was equal to $3.81 a share on the 
545,982 shares outstanding at the 
end of that year, comparing with 
$2.47 a share in 1935 and 28 cents 
a share in 1934. The company’s 
most recent report available covers 
the first six months of last year, for 
which period sales were up about 
$4,000,000 from the same months of 
1936 and net income of $1,003,032 
compared with $786,614 in the first 
half of 1936. Earnings available for 
the common stock were equal to 
$1.59 a share, contrasting with $1.36 
on a smaller number of shares in the 
1936 period. 

Although it was reported that 
Fairbanks, Morse at the beginning 
of last September had the largest 
volume of unfilled orders on_ its 
books for that season in its history, 
it is a foregone conclusion that the 
company experienced adversely the 
effects of the severe slump in the 


entire industrial structure which oc- 
curred in the closing months of last 
year. 

Without the benefit of a later 
earnings report, one can only guess 
at the probable showing made by 
the company for the full 1937 year. 
Regular dividends of 25 cents quar- 
terly were paid throughout 1937 and 
an extra of 25 cents was paid at the 
year-end. Allowing for the increased 
number of common shares outstand- 
ing, probable earnings equal to be- 
tween $2.50 and $3 a share for the 
common would appear to be a fair 
estimate. 

Granting that the shares at their 
1937 high of 717% were liberally dis- 
counting the company’s prospects, 
even on the basis of the more opti- 
mistic outlook for industry as a 
whole early in 1937, it appears 
equally valid that at their low of 
231%, the shares were anticipating 
a much greater slump in the com- 
pany’s business and earnings than 
now seems reasonable to expect. 
Since then the stock has recovered 
moderately to levels around 30. 

At this price the common stock of 
Fairbanks, Morse invites specula- 
tive consideration. The rapidity 
with which per-share earnings can 
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ACTIVE ISSUES 
Quotations as of Recent Date 


1937-38 
Price Range 
- — —. Recent 

Name and Dividend High Low Price 
Alum, Co. of Amer..... 177% 72% 81 
Amer. Cyanamid B(.60)...... 37 17% 25% 
Amer. Gas & Elec. (*1.40).... 48% 2114 251% 
Amer. Lt. & Tr. (1.20)... 261, 10 13 
Amer. Superpower sith» a Vy he 
Assoc. Gas & Elec. “A” 51% 1 1% 
Carrier Corp. .... 67% 23% 30% 
Cities Service Biticds , 5% 1% 2 
Cities Service Pfd. . ad 60 15 35% 
Colum. Oil & Gas ({.40)..... 10% 2% 4% 
Commonwealth Edison (1.25).. 33 20% 26 
Consol. Copper ({.121)..... 115% 3% 512 
Consol. Gas & Elec. Balt. (3.60) 891 60 65% 
Creole Petroleum (*.50). . . 38%, 20% 25% 
Eagle Picher Lead (}.40).... 27% 7 11¥% 
Elec. Bond & Share ss 281, 5% 9 
Elec. Bond & Share Pfd. (6)... 871% 50 54 
Ex-Cell-O Corp. (*.80) 2756 7 123/4 
Ford Mot. of Can. "A" (1).... 29% 14 17% 


Glen Alden Coal ({.12%4).... 15 5 6%, 
Gulf Oil of Pa. (1)...... 63% 33 41 


Hecla Mining (1.95)......... 25% 5% 9¥% 


Hudson Bay M. &S.(11.75).. 42 1514 26% 
Humble Oil ({2)............ 87 54% 66 
pend CONCSN.......... 24%, 14% 18% 


1937-38 
Price Range 
- — Recent 
Name and Dividend High Low Price 

lron Fireman (*1.20). . . 27% wm" 15 
Jones & Laughlin...... 126%, 27% 37% 
Lake Shore Mines (*4) 59%, 45% 53% 
Lockhead Ajir....... 161% 4 9%, 
Molybdenum ({1).... 11% 2% 5% 
National Bellas Hess... . .. 3% Ye 15/16 
National Sugar Refining 28 14%, 16% 
New Jersey Zine (4.50) 94% 53 70 
Newmont Mining (*.75) .. 135% 50% 65% 
Niagara Hudson Power({.40).. 16% 4 8 


Niles-Bement-Pond (2) 62 30 35 


No. Am. Rayon “A" ({2.25). 51% 173% 22% 
Pan-Amer. Airways ({.25).... 26% 15 16% 
Pantepac’ Chl... ........55. . 9% 2%, 6% 
Pennroad Corp. ({.25).... 5¥% 2% 2% 


147% 177 86 


Pitts. Pl. Glass ({6.50) 
11% 24% 3% 


St. Regis Paper.......... 


Sherwin-Williams (4) . 154%, 72% 87% 
South Penn Oil (*1.50). . 56 35 37% 
Technicolor ({.75)..... ae 14 2054 
United Gas Corp........... 13% 3 4% 
United Lt. & Pw. “A”... 11% 1% 2%, 
United Lt. & Pwr. cv. PF. 75% 14% 23 


*Not including extras. 


t Paid last year. 
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rise under favorable business and 
market conditions has already been 
witnessed (with some capital lever- 
age and the comparatively small 
number of common shares outstand- 
ing to impart additional impetus). 
Speculating on the possibility that 
similar conditions will again mate- 
rialize in the months ahead, the 


shares might well prove a timely 
and profitable acquisition. 





Mexico Still Goes Left 





(Continued from page 489) 


land program which has wide popu- 
lar support and has not yet caused 
sharp foreign protest, and slowing 
down the campaign against com- 
merce and industry, the taxes from 
which can be used for financing the 
land reform. Get the landowners 
first, the argument runs, the heat can 
be turned on other capitalist groups 
later. The Mexican ambassador at 
Washington and the Secretary of the 
Treasury are said to approve such a 
policy. 

In Congress Senator Esquivel Pa- 
dilla representing administration 
groups has openly espoused aban- 
donment of “demagogic” attacks on 
capital in order that the land policy 
may go on while investors of capital 
may develop the industries of the 
country. “Creative capital” he in- 
sists must not be exposed to the full 
fury of the labor movement. 

The other group favors pushing 
the reform on all fronts at once. Re- 
puted supporters of this policy are 
Mugia, Secretary of Communica- 
tions, Ramon Beteta, Undersecre- 
tary of Foreign Relations and the 
dynamic Lombardo Toledano, head- 
ing the industrial laborers, fewer in 
number than the agrarians but better 
organized and highly vocal. 

Padilla’s program is denounced by 
Lombardo Toledano as just another 
version of the old theory by which 
the dictatorship of Porfirio Diaz 
sought to justify itself. Not even 
the government sponsorship of pro- 
ducers’ co-operatives, now being 
urged in the Congress, is acceptable 
to this group which favors a thor- 
ough socialization program which 
shali bring the demise of capitalism. 
The prospects for such a program 
are at the moment favorable be- 
cause all the great capitalistic pow- 
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ers have their hands full elsewhere 
and any protests from them may be 
weaker now than later. 

Postponing the labor program, or 
slowing it down might be quite as 
hard as putting a brake on expro- 
priation of land. Any move to do 
so would be interpreted by the labor 
groups as selling them out to capi- 
talism or, as the comment now goes, 
to facism. They already look 
askance at a Cardenas’ proposal for 
a new political party to succeed the 
National Revolutionary Party, the 
only one of significance in the coun- 
try, and have called a national meet- 
ing for this month to determine the 
minimum promises which the pro- 
posed party must make as a condi- 
tion for cooperation to safeguard for 
labor “all of its present right and 
conquests.” 

The political outlook for the gov- 
ernment at the moment is thus any- 
thing but rosy. If it is to push the 
land program it must have more 
money which can be secured only by 
easing up on commerce and indus- 
try. But if it does that the labor 
group may get out of hand. But if 
it does not push the land program, 
the allegiance of the agrarians may 
evaporate, and charges that the gov- 
ernment is “deserting the Revolu- 
tion” will raise serious political prob- 
lems. If it pushes both programs, the 
demands of labor, which are now 
turning against oil, may be pointed 
toward mining and if both these are 
thrown into disorder, income will 
be seriously impaired and—once 
more—financing the land policy will 
be difficult if not impossible. 

Lastly the clouds on the horizon 
are not only domestic. During the 
past two years the boom has been 
appreciably pushed forward by the 
silver policy of the United States and 
by an agreement by which the 
United States has bought Mexican 
silver on favorable terms. But the 
price at which silver will be bought 
by the United States has now been 
reduced on December 31, 1937, and 
though Senor Saurez, the Mexican 
Secretary of the Treasury, has now 
returned from a visit to Washing- 
ton with the announcement that 
satisfactory arrangements for sup- 
porting the peso have been made, 
there is no doubt that lower silver 
prices do not improve Mexican 
finances. Silver after all makes up 
almost a third of Mexican exports 
and taxes on silver mines are a 


heavily relied upon source of 
come. a 
Less immediate in effect, but 
less far reaching may be other 
tions by the United States affectig 
Mexico. The era of good feeling 
created by the announcement of th 
Good Neighbor Policy seems to } 
coming to an end. The continyg 
expropriation of lands owned by for 
eigners can not be expected to com 
tinue indefinitely without protest 
nor, indeed, the creation of cond 
tions which the oil companies pip 
test will not permit them to operate 
A definite anti-foreign policy dog 
not run with friendly foreign relge 
tions. After all any good neighbor 
policy must be a bilateral affair. 

No statement has issued froj 
Washington protesting against Mexs 
ican policies, but it is abundan 
evident that they have caused com 
cern to the Administration. Action 
against the petroleum interests wag 
followed, after a visit by Ambassador 
Daniels to the United States in Sep: 
tember, by intimation to Mexiegj 
that the United States “hopes” the 
Morrow-Calles agreement on oil 
lands is to stand. There has been 
no announced reply. 

On October 10 a meeting of rep 
resentatives of the Department of 
State from Washington and of the’ 
diplomatic and consular officers of 
the United States was called at the 
Embassy in Mexico City for a gen- 
eral council on “the true situation” 
and the “special conditions” affect- 
ing American interests in the repub- 
lic. At the sessiens a representative 
of the Mexican foreign office frankly 
expounded the Mexican policy of 
nationalizing oil and minerals and of 
pushing the land and labor legisla- 
tion. . 

Meanwhile, the government party} 
has pushed through the Mexican} 
lower house a bill “to recover the? 
great national wealth now in the 
hands of foreigners by . . . rigid im- 
migration laws” and control “‘of the 
activities of those already in the 
country, as well as their place off 
residence and the character of their 
commercial enterprises.” The meas- 4 
ure comes up in the upper house it 
the special session to be called in} 
February. 

Evidently the year ahead 
bring to President Cardenas serious 
problems in national finance, in | 
domestic policy and even in foreign 
relations. 


may 
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